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WEDNESDAY, FEBRUARY 6, 1957 


House or REPRESENTATIVES, 
CoMMITTEE ON MercuHant MarINE AND FISHERIES, 
Washington, D. C. 

The committee met at 10 a. M-, pursuant to call, in room 219, Old 
House Office Building, Hon. Herbert C. Bonner (chairman) presiding. 

The Cuatrman. The committee will come to order. This meeting 
is called today for the purpose of hearing Mr. Morse, the chairman 
of the Maritime Board. 

I am glad to have Mr. Guill and Mr. Stakem, the other members 
of the Board, and Mr. Morse’s assistant, Admiral Ford, present. 

Particularly did we want to have this meeting to let the new mem- 
bers of the committee become acquainted with the Maritime Board 
and the functions of the Board. 

The Chair wrote Mr. Morse last week and requested his appearance 
here today to advise the committee of developments which have 
occurred since the adjournment of Congress last July, to discuss the 
prospective program and problems and make comments on several 
recommendations contained in the résumé of the activities of the 
committee during the 84th Congress and to be prepared to answer 
questions regarding the recommendations made by the committee in 
reports issued during the last session of Congress. 

After this initial hearing it is the intention of the Chair to have 
further hearings and studies to cover the more important subjects 
in considerable detail with a view of determining whether changes 
or additions are needed in existing legislative authority, more eflec- 
tively to carry out the Merchant Marine Act of 1936. 

Now, the staff has prepared quite a voluminous series of questions 
dealing with the status of the shipbuilding activities, reserve ship- 
yards, ship-chartering policy, ship-transferring policy, coastwise and 
intercoastal] shipping, construction and operating subsidies, tourism 
by passenger ships, the ¢ ‘argo Preference Act, and labor management. 

I think the staff was rather optimistic, Mr. Morse, in your ability 
to go through these various subjects in probably a 2-hour session. 
They paid you quite a high compliment. 

Mr. Morse. I am sure you are not overstating my ability. 

The Cuatrman. There is, in addition, a matter that I think should 
be brought to your attention and the committee’s attention with respect 
to the trade-in allowance for the construction of tankers. The Wash- 
ington Post has quite a critical editorial which, no doubt, you and the 
Board have read. We will not dig up old ghosts but I think it is a 
followup of the misinformation and the misunderstanding that took 
place during the last session of Congress when this committee had 
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before it and the Congress had before it the proposed bill which was 
called the McLean bill. There never was a bill so misrepresented, 
in the opinion of the Chair. 

There was nothing in the bill, as I recall, with respect to trade-in of 
tankers. It was trade-in of dry-cargo vessels for the purpose of build- 
ing tankers that you and the Board ‘and ever yone had repeatedly said 
were needed and necessary, superti inkers, and it has been borne out by 
events since then that it would have been a pretty good thing for the 
Government and for the country had some tankers been started at 
that time. 

However, that is water over the dam. That has a great deal to do, 
in my opinion, with the continual harping in the paper on this tanker 
situation. I think it is the duty of the committee and the duty of the 
Board to see that this kind of thing is straightened out because we 
have enough trouble with this maritime business anyway, with the 
misunderstanding in the ideas and conce ptions of the people. 

Allright, Mr. Morse. You may take the stand. As I say, we have 
a series of questions. I am going to let you first make your general 
statement. 


STATEMENTS OF CLARENCE G. MORSE, MARITIME ADMINISTRA- 
TOR; WALTER C. FORD, DEPUTY MARITIME ADMINISTRATOR; 
AND H. M. HOCHFELD, CHIEF, OFFICE OF GOVERNMENT AID, 
MARITIME ADMINISTRATION 


Mr. Morse. There has been quite a lot of water gone over the dam 
since I had the pleasure of appearing before this committee last sum- 
mer. 

The CHamman. There was some turbulent water over the dam last 
year which I hope has smoothed out. 

Mr. Morse. By and large, I would say, Mr. Chairman, that if I 
have as fair and smooth treatment this year, I will be delighted. 

The Cuarrman. I will see that you get it. 

Mr. Morse. We do not have a prepared statement but I have an out- 
line of some material which will cover many of the questions which 
your counsel has proposed to you and perhaps, if I go through this 
material, you can question me on any area on which you wish to ques- 
tion at any time, either while we are going through with it or at the 
end. 

The Cuamrman. Before you start, I want you to save some time to 
deal with the subject of the situation in the Suez 

Mr. Morse. That is mentioned in this program here. 

The Cuarrman. That is with respect to what, in addition to what 
the State Department may be doing, the Department of Commerce is 
doing to protect our American-flag ships in the Suez area after the 
canal is cleared up, which might be before a general agreement is 
reached on future operation of the canal. 

Mr. Morse. Very good, sir. I think as a starting point we should 
refer to the annual report of Maritime. I am sure each of the com- 
mittee members has received a copy of that. That spells out in de- 

tail everything that we did in fiscal 1956 so that, if we take as a start- 
ing point July 1, 1956, and proceed from that point, I think it will be 
a satisfactory method of handling it. 
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That 1956 report is, in fact, a summary of all of our activities in that 
fiscal year. 

The current status of various progr ams and developments since the 
adjournment of Congress are included in the following comments. 
Shipbuilding: The re Is an encouraging picture at the present time on 
shipbuilding. We have at the present time under construction or con- 
version as of January 1, 1957, 90 vessels in commercial shipyards hav- 
ing a value, either the contract for the new construction or the con- 
version, of $963 million. 

Seventy-eight of those ships are for commercial account, and those 
78 ships will account for $891 million of the aggregate. 

3etween July 1 and December 31, 1956, 15 ships were completed 
having a value of $86 million. In the prior fiscal year, 1956, only 11 
ships had been completed having a value of $87 million. 

You will see from that that the program is stepping up even though 
many of the contracts which were signed for new construction were 
signed during the last 6 months’ period and deliveries on those will 
obv iously be 18 months to 2 years forward. 

The Cuarmman. What is the breakdown of these 90 ships as to 
conversion and new construc tion ? . 

Mr. Morse. The number of conversions is relatively nominal. 
They were some of the McLean ships, where, for example, they were 
putting on this cantilever deck. In addition, there were some T-2 size 
tankers which are being jumboized. They are putting in a new sec- 
tion and new tankage throughout so that they will carry now about 
20,000 tons of oil instead of about 16,000 tons; but the number is rela- 
tively small in that area. 

Mr. Rivers. May I make an inquiry, Mr. Chairman ? 

The CuarrmMan. Yes. 

Mr. Rivers. I would like to know, Mr. Chairman, if all of this 
construction and conversion, in view of the world situation, carries 
with it to these commercial y: ards any priorities for steel. 

The CuatrMan. We will get to the steel subject. 

Mr. Morse. I can answer that very quickly. As far as the commer- 
cial building, with the exception of the two passenger ships for Moore- 
McCormack, none of the other buildings include any priorities for 
steel. That is the purely commercial buildings. 

I do not have at my fingertips right now the conversion jobs, but in 
the overall picture it was relatively nominal. 

The Cuarrman. Of these 90 vessels, how many are outright new 
construction ? 

Mr. Morsr. There will be at least 80 of them, Mr. Bonner. I do 
not see the figure identified right here. 

‘The Cuairman. You said there were 90 vessels in shipyards today. 

Mr. Morse. January 1. 

The Cuarmman. How many are vessels being built from the keel up 
and how many are conversions? If we are ever going to replace the 
fleet we have to build new ships. This conversion does not impress 
me as much as construction of new vessels. 

Mr. Morse. There are in the neighborhood of 10 and certainly less 
than 15 conversions included in that 90. There are at least 75 new 
vessels included in that 90. Now, that does not mean that they are 
all in the yards today. Those are firm contracts with the shipyards 
or they are actually in construction with the shipyard at the time. 
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The Cuatrman. You mean that there are firm contracts with the 
Maritime Board? 

Mr. Morse. With the shipyards themselves. 

The Cuarrman. But the keels have not been laid down 

Mr. Morse. Many of them have. On some of them they are waiting 
to get their steel and going through the prelminary work prior to 
their keel laying. 

The Cuarmman. All right. Are there any foreign-flag vessels in 
this 90? 

Mr. Morse. Being built for foreign-flag operations? 

The Cuarrman. Yes. 

Mr. Morse. Yes, sir; there are some tankers. 

The Cuarman. That does not improve the condition of the Ameri- 
can-flag merchant marine. 

Mr. Morse. Under the conditions that we have attached to permit- 
ting building in American yards, those vessels will be made available 
to the United States Government in the event of a national emergency 
on the same basis as if they were American flags. 

The Cuatrrman. In case you can lay your hands on them they will 
be available. 

Mr. Morse. There is a contractual commitment that they will be. 

The Cuairnman. We will go into that later. 

Mr. Morse. This program also includes 10 merchant-type vessels for 
the Navy, 4 passenger cargo vessels for Moore-McCormack and Grace 
and 1 prototype t: anker for Maritime. 

In addition, it includes a conversion program on the Liberty vessels 
and the only one which is now in the yards is the William Patterson 
which is the free-piston engine conversion job which should be com- 
pleted about April of this year. 

On the trade-in-and-build program which was by legislation, as a 

result of that program 6 new tankers are being or have been built, of 

which there were 3 for Cities Service, each of 30,000 tons and 1614, 
knots speed ; 1 for Texas Co. of 19,200 with 19-knot speed; and 2 for 
Esso Shipping of 37,000 tons with an 18.3-knot speed. 

Under that program there were 14 tankers traded in to the United 
States. That was at their depreciated book value. Of those 14 
vessels they are all reactivated now and are being used by MSTS 
because of the shortage of t: inker s. 

Mr. Totterson. May I ask a question? 

The Cuarrman. Yes. 

Mr. Toxrrerson. That is under the trade-in-and-build legislation of 
this committee? 

Mr. Morse. Yes, sir. 

On dry sentye trade-in we have an application pending from Moore- 
McCormack for 7 trade-ins against the building of 7 new dry cargo 
vessels ; Ame rican Export proposing to trade in 4 dry cargo for 4 new 
vessels of the Schuyler Otis Bland design; and Seas-Robin Line is 
proposing to trade in 6 vessels which, as I recall, are probably C-2 
type, against the building of 3 new big fast vessels. 

Phat bri ings up the quest ion of tr ade-in values or trade-in allowance 
which is a subject, I am sure, in which this committee is interested 
and which is in part the reason for the editorial to which you referred 
from the Washington Post. This matter was studied by an evalua- 
tion committee of the staff in Maritime and they came up with some 








CURRENT MERCHANT MARINE PROBLEMS 5 


proposals on trade-in values which I reviewed and on which I made 
some comments. They reconsidered the matter and made some recom- 
mendations which I approved on November 9, 1956. 

As I recall, I sent a copy of those approved recommendations to 
Mr. Bonner and also to Senator Magnuson on the Senate side for in- 
formation purposes. 

I will read the three recommendations which I approved. They 
are rather brief: 

1. In no case is unrestricted world market value to be allowed. The restricted 
world market value is generally around 10 percent lower than the unrestricted 
or free world market value. 

2. In the absence of unusual circumstances restricted world market value 
represents the fair and reasonable trade-in allowance for ships, whether or not 
built with construction differential subsidy or purchased under the Merchant 
Ship Sales Act of 1946, except that if any national defense features were paid 
for by the Government the allowance is to be reduced to the extent of the Govern- 
ment’s cost for such features depreciated on a 20-year basis. 

This cannot apply, however, in the case of any tanker, which is subject to the 
statutory limitation specified in section 510 (h) of the 1936 act; namely, “‘the 
price paid by the owner of the ship plus capitalized improvements.” 

The word “depreciated” does not appear in the recommendation, 
but that is the effect of 510 (h). 

3. It is the opinion of the committee that, with respect to ships traded in, the 
fact that they may have been operated with operating differential subsidy is not 
to be considered in establishing trade-in values. 

“T approved those with the notation : “Except as to the second para- 
graph of 2 in respect of which I will leave open the trade-in value of 
tankers for later determination,” because it was spelled out in the 
statute what the trade-in value of tankers is. 

Preliminary to the st: a making the recommendation on trade-in 

values, our general counsel, Mr. Ransom, had made a legal study of 
section 510 as it is affected by section 802 to determine whether section 
802 places a ceiling on the trade-in values under section 510, and it 
was his conclusion that section 802 was not a ceiling on trade-in values. 

We submitted the opinion of our General Counsel to the General 
Accounting Office to determine whether the General Accounting Of- 
fice would take legal exception to that opinion and last Friday we 
received from the General Accounting Office a confirmation that they 
took no legal exception to our General Counsel’s opinion. In other 
words, in effect I would say that they affirmed his construction of the 
statute so that we are now in position under the 1936 act in deter- 
mining what is a fair and reasonable price to consider the world 
market value, the book value and the scrap value in arriving at 
fair and reasonable price and under this formula which I have in- 
clicated here I am proposing to pay the restricted world market value 
on trade-ins for several reasons. Firstly, it assists in financing this 
tremendous building program which the owners of dry cargoes find 
confronting them. It encourages the earlier replacement of vessels 
which are usable but not as modern and efficient as the new vessels 
would be. Thirdly, it recognizes in favor of the owner the values 
which owners of other personal property are able to obtain for them- 
selves. In other words, the owner of an automobile is free to sell 
his automobile in any area of the world in which he wants to do so 
subject only to obtaining an export permit from the Department of 

8827 
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Commerce and, in my view, a vessel owner should not be in any less 
favorable position. 

The CuatrmMan. You referred to section 802. What part did that 
section play in this? 

Mr. Morse. I cannot quote it offhand but section 802 says that, 
in the event of requisition or purchase of a vessel, the Government w ill 
not pay for a vessel which has been built with or improved with con- 
struction differential subsidy funds—the Government will not pay 
more than the depreciated book value of the vessel. It has been con- 
tended in some sources that section 802 also governed the value or price 
that the Government would pay if a vessel is taken in on a trade-in 
basis and distinguished from a purchase or a requisition. 

Mr. Miizer. Mr. Chairman, I would like to clarify that. 

In other words, that is the floor and they have tried to make the 
floor and the ceiling one. Under your proposition, you will accept 
the floor but the ceiling is something that you can negotiate. 

Mr. Morse. No; that is not quite right, Mr. Mi ler. For requisition 
or for purchase the Government will pay only that price. That is 
not only the floor. It is also the maximum. It is the floor and ceiling 
for requisition or purchase situations. We have concluded that that 
section does not apply on a trade-in basis. It was not intended to 
apply on a trade-in basis. 

Mr. Mitter. On a trade-in you can negotiate a higher price if 
necessary. 

Mr. Morse. I do not quite accept the word “negotiate.” We can 
agree to pay a higher price. 

Mr. MiLtrr. “Negoti: ate” is not perhaps legally right. 

Mr. Touierson. Would the gentleman yield 4 

Mr. Mixter. Yes. 

Mr. Totterson. You can negotiate up to your restricted world mar- 
ket price. You can agree on a price up to the ceiling that you have 
fixed. 

Mr. Morse. The statute says that we are free to consider the world 
market value, the book value and the scrap value and the General 
Accounting Office has said that that is so but always arriving at a fair 
and reasonable price. 

Mr. Totterson. On your trade-ins you, youself, as I understood you, 
said that you have in effect fixed a ceiling on the trade-in value and 
your ceiling is what you call the restricted world market. 

Mr. Morse. That is correct. 

Mr. ZeLtENKO. May I ask a question, Mr. Chairman? 

The CHarrmMan. Yes. 

Mr. ZeLENKO. Is this correct, in the case of a company that wanted 
to build a vessel and in order to build it they wanted to raise funds 
which is the underlying principle of build and trade in: That if 
the Government decided to buy or requisition a vessel they could buy 
it for a million dollars but if it decided to trade it in it might have to 
ae for it? 

Mr. Morse. That is correct because section 802 was written for the 
purpose of fund: amentally protecting the interests of the Government 
in emergency situations. 

Mr. ZrLeNKo. What would protect the Government, Mr. Morse, in a 
situation such as we have been discussing? In order to give funds 
to the company which wants to build a new vessel it would be cheaper 
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for the Government to requisition or buy the vessel back than to 
come in under this trade-in program, would it not ? 

Mr. Morse. Let us get back to an earlier position. You buy an 
automobile. If you wish to do so, you can sell it foreign, subject only 
to an export permit and there is no condition attached to the export 
permit except solely the question of whether it will be granted or will 
not be granted. The same thing should apply to a ship. Although we 
have author ity to restrict foreign transfer even in peacetime and they 
have to come and get our permission, it has been the opinion of our 
General Counsel for years that we should not restrict the transfer for- 
eign of an American-owned vessel unless for national defense reasons 
the Government finds it necessary to retain the vessel under Amer- 

ean flag. 

Now, it is my view that the mere fact that you are a vessel owner 
should not place you in a worse position than another person who is an 
owner of an automobile and, if the Government is going to restrict the 
foreign transfer of that vessel, the Government should be willing to 
pay what the man would be able to obtain if he had received a foreign- 
transfer permit. That ismy reasoning on the thing. 

Mr. Ze_enko. Using your own an: logy, if I want to sell an auto- 
mobile in a foreign country and get an export license I do not affect 
anybody but my self exe ept for the value of the property but if I 
transfer a vessel I might affect the employment of American seamen 
and other items which would not apply to an individual owner. 

Coming down to your counsel’s ae I just wanted to get the 
legal basis behind the thinking. The General Accounting Office then 
says, and correct me if I am wrong, since I just want to get the think- 
Ings that although the Government could buy these vessels for a cer- 

tain price under 802 they have no objection to possibily trading them 
in at a higher price. That is what they say in effect. Would that be 
it in simple language ? 

Mr. Morse. That is my interpretation. 

Mr. ZeteNKo. So that, coming down to the question of Govern- 
ment protection, what would be the protection of the Government? 
Merely using the word “protection” as I look at it, as the saving of 
money to the Government, what would be the protection under the 
trade-in as against buying a vessel and giving the company the money 

Mr. Morse. We only have the authority ‘to buy under the requisi- 
tion statute in emergency periods. We do not have unrestricted au- 
thority. 

The Cuatrman. I wanted to clear up this editorial, Mr. Morse. I 
will read this part of it. 

A Maritime Administration committee on ship valuations finally yielded to 
Mr. Morse and went along with his dry cargo ship trade-in policy in spite of 
the restrictions in the Merchant Marine Act of 1936. The committee refused, 
however, to recommend more than the law allows on tanker trade-ins, since the 
law’s requirements on this point are even clearer. This latter advice Mr. Morse 
rejected, saying, as though he were Congress itself, “I will leave open the trade-in 
value of tankers for later determination.” Now he is trying to figure a way to 
get Congress to change the tanker law, eliminating the wise proviso that the 
Government can pay no more for these used vessels than the depreciated cost 
to the operator. 

Fortunately, none of this monkey business yet has been sanctioned by the 
Comptroller Genral or the Budget Bureau. The matter deserves a full airing 
in the new Congress, in any case, since the Morse policies, if pursued in the 
growing merchant marine replacement program, could mean a drain on the 
Treasury running into the hundreds of millions. 
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And it says that eventually that trading in, the owner will receive 
back more than he paid for the ship in the beginning. 

Mr. Morse. In today’s market value that is a fact. 

The Cuamman. What is your comment on the editorial ? 

Mr. Morse. I would like to have you call the editorial writer in here 
some day and get his views. Now, 1 would like to say, however, exactly 
what transpired. 

The Cuarrman. As I say, this paper, though, is the very paper that 
had so much to say about the transaction we ‘had in the last C ongress 
That was all, in my opinion, a great deal of misinformation editori ally. 
Now they come in with this. Now, in that situation you did not agree 
with me and the paper was criticizing this committee. Now the tables 
are turned. The paper is paying its respects to you. Was this paper 
right in my instance or is it right i in your instance ¢ ’ 

Mr. Rivers. Be careful how you answer. 

The CuarrMan. This is a serious thing, gentlemen. It is a respon- 
sible paper or should be. That is the reason I was asking you to com- 
ment on this. 

Mr. Morse. I have not reread my testimony before the committee 
on the McLean bill but, as I recall, I opposed the legislation in part 
because it was unnecessary because, under the existing statute, we can 
pay the w orld market value. 

The Cuarrman. I do not want to go into that. I just want a com- 
ment on this. I made a comparison. You go ahead, Mr. Morse. 
What is going to be the policy eventually with respect to all these 
provisions that were thrown around the ‘purchase of surplus ships 
under the Ship Sales Act? They were put around there for certain 
specific purposes and it was understood when the person purchased 
the ships. Is it changing now or is it not changing? 

Mr. Morse. There is no change at all. 

The CuHamman. But it never had been used to the full extent prior 
to just recently. 

Mr. Morse. That is correct. There was no occasion to use it. No 
one had wanted to build new ships so that the matter of trade-in 
values had never been an issue except on tankers, and there was special 
legislation there to encourage the building of tankers because at that 
time the book value was higher than the domestic market value. That 
was the reason that this committee was successful in getting the six 
tankers built to which I referred a few minutes ago. I would like 
to develop what transpired on this trade-in recommendation. On 
September 6, 1956, I wrote to the chairman of our ship valuation 
committee as follows: 

It will be appreciated if the committee will give prompt consideration to the 
different categories of ships which might be eligible for trade-in and to whether 
the different categories should receive different treatment for trade-in purposes. 
The categories which I have in mind are, for example, ships built for private 
account without Government aid, ships built with construction subsidy, ships 
sold under the 1946 Ship Sales Act, ships sold under the 1946 Ship Sales Act on 
which construction subsidy was allowed for conversion, etc. 

In addition to a report on the above, the committee is requested to submit, 
via the deputy, recommendations on the trade-in values to be allowed for the 
different categories of ships. In arriving at these recommendations the com- 
mittee is requested to give consideration to (1) the views of the House Merchant 
Marine and Fisheries Committee in favor of world market value— 
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that is a recommendation which is contained in a report of this com- 
mittee issued over a year ago— 


(2) the recommendation of the committee of American Steamship Lines for 
world market value, (3) the fact that world market prices are considerably 
higher than domestic prices, and (4) the fact that domestic prices considerably 
exceed book value. 


I got a recommendation from them in which they referred to this 
memo and then made these recommendations : 


In no case is unrestricted world market value to be allowed. The restricted 
world market value is generally around 10 percent or $200,000 lower than the 
unrestricted or free world market value. 


In the margin I noted “O. K.” 


(2) The fair and reasonable trade-in allowance for ships built without con- 
struction-differential subsidy and not purchased under the Merchant Ship Sales 
Act of 1946 is restricted world market value. except that if any national-defense 
features were added the allowance is to be reduced to the extent of the cost of 
such features depreciated on a 20-year basis. 


On the margin I marked “O, K.” 


(3) The fair and reasonable trade-in allowance for ships built with con- 
struction-differential subsidy—Merchant Marine Act of 1936—lies in the area 
between the restricted werld market vaine and the domestic market value but 
not to exceed the price paid by the original owner to construct the ship—exclude 
construction subsidy—plus the cost of any additions or betterments capitalized 
by the owner and allowed for income-tax purposes, except that when the domestic 
market value exceeds the purchase price of the ship plus the cost of any additions 
or betterments as described above, then the domestic market value will be 
allowed. 





On the margin I made this note: 


Section 802 doesn’t restrict trade-in values. No—I oppose treating citizens 
less favorably than aliens. Ship sales were best of war-assets sales. Should 
permit owner to realize on fair value, i. e., either trade out on a restricted basis 
or, if for Government reasons we refuse trade-outs because of national defense 
reasons, we should pay fair value on trade-ins. These are old vessels—better 
for us than to have new ships foreign owned under foreign flag. Continued 
American control. 

The fourth recommendation they made was: 


(4) The fair and reasonable trade-in allowance for ships purchased under the 
Merchant Ship Sales Act of 1946 will be determined as provided in category (3) 
above, except that in lieu of “not to exceed the price paid by the original owner 
to construct the ship—exclude construction subsidy” there shall be substituted 
“not to exceed the purchase price paid to the United States for the ship.” 

In other words, the long comment that I read applied both to (3) 
and (4). 


(5) It is the opinion of the committee that with respect to ships in any of the 
above categories the fact that they are operated with operating-differential sub- 
sidy is not to be considered in establishing trade-in values. 

After that I marked “O, K.” 

So that then when the next recommendation came from the Valua- 
tion Committee after receiving the comments on the margin which I 
have just read to you, they made the recommendations which are 
contained in the recommendations which I approved. 

Now, I did not talk to the committee. That is the complete back- 
ground of what transpired in these recommendations. Now, the edi- 


torial writer can put any inference to it that he wishes to, but those 
are the facts. 
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Mr. ZevtenKko. Mr. Chairman. 

The CHarrMan. We have to go along with some other subjects. 

Mr. Zevenxo. Mr. Chairman, may I ask one question, please 

The CHarrMan. Yes, sir. 

Mr. Zetenxo. I am not particularly interested, Mr. Morse, in the 
conments of the editorial writer. I am interested in the evaluation 
and the so-called world market. That, I assume, is an intangible 
thing, not like the stock market. The world market, as we conceive 
it, is a question of individual companies or countries bidding for the 
purchase of vessels; is that right ? 

Mr. Morse. It is a pretty well established market, Mr. Zelenko. 

Mr. ZeLenko. Would that be through companies or brokers bidding 
for the purchase of vessels? 

Mr. Morse. Private purchasers through brokers. 

Mr. Zetenxo. What occurs to me is this: Many companies have 
interlocking directorates. They are separate companies, but many of 
the controlling interests are the same. What would prevent a com- 
pany in order to have this so-called restrictive world market rise on a 
certain vessel or group of vessels, from bidding so that the world 
market or restricted market on that particular price goes up, and 
therefore the Government would have to pay the increased price? 
Do you understand my question ? 

Mr. Morse. Certainly. 

Mr. ZeLenKo. Has anything been done to look into that, because it 
very well could be that a group of people, let us say, in one company 
connected with 5 or 6 other companies could have the other companies 
bid up the price of a vessel and then the Government has to pay more. 

The Cuarrman. Well, you do not consider the one vessel price. It 
is the overall world market that you have in the picture. 

Mr. Morse. There are so many sales that go on all the time that it 
is unlikely that any one person or group of persons could control the 
market. 

Mr. ZeteENKOo. Does the world market then, as you have given it to us, 
and this is for information for me here, deal with one vessel or group 
of vessels? Let us say that vessel A is put up for sale. Then the 
bidding determines what the restricted or unrestricted world market 
price would be. Is that it? 

Mr. Morse. No; asingle vesse] would not. 

Mr. Zetenko. Would it be a group or type of vessels ? 

Mr. Morse. It would be a type and group. You could see the trend. 
You plot out the trend of what is going on. 

Mr. ZELENKO. Would not my thought apply even to a type or group, 
that is a possibility, that with interlocking directorates people could 
bid up a price so that they could get a larger trade-in. ‘There is that 
possibility. 

Mr. Morse. There is that possibility but bear in mind the fact that 
most of these sales are between foreigners, complete strangers so that 
it is unlikely that it would occur. 

Mr. Zetenxo. There are certain foreign interests that do have inter- 
ests in American-flag ships, too; is that not right? That is some 
interest, even minor. 

Mr. Morse, It is permissible under the law. 

Mr. ZeLeNKo. I did not say it was not permissible. I say it does 
exist. My thought isa possibility ; is it not ¢ 
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Mr. Morse. Certainly, and we look at these things very carefully to 
be sure that the market is not rigged on us. 

Mr. Gross. Mr. Chairman, could I ask one question ? 

The CHatrman. Yes, Mr. Gross. 

Mr. Gross. Mr. Morse, you have read these recommendations and 
referred to “they.” Who are “they”? 

Mr. Morse. We have a valuation ¢ -ommittee of the staff in Maritime. 

Mr. Gross. I see. 

Mr. Morse. It is 4 or 5 of the office chiefs down in Maritime. 

The CHarrman. Mr. Allen? 

Mr. Auten. Mr. Chairman. 

Mr. Morse, in reading your comments on the margin I think I heard, 
as part of the justification for paying an owner a restricted world 
market price, that it would keep the ship under continued effective 
control or some phrase of that sort. Does that indicate that in your 
opinion there is a substantial difference in the availability of ships 
which are under the American flag and those which are transferred 
foreign but supposedly by contract under effective American control ? 

Mr. Morse. I could not argue that a vessel under foreign flag, even 
though it is subject to a contract provision, will be made available to 
us or is guaranteed to be as readily available as an American-flag vessel. 
I would not argue that but I do say that a vessel of that character with 
such a contractual provision is certainly much more readily available 
to us and at a reasonable price than would be a 100 percent foreign 
vessel. 

Mr. ALLEN. Would we not have to evaluate the possibility of getting 
the vessel back in order to determine whether we would pay the 
restricted world market price and keep the vessel possibly laid up 
rather than permit it to be transferred foreign ? 

Mr. Morse. Certainly. It is a question of whether a vessel under 
restricted foreign fiag is as readily available to the United States 
without expense other than the same price you would pay for an 
American-flag vessel on a requisition basic as a vessel in the laid-up 
fleet. I think that is what you are getting at. 

Mr. Aruen. That is the question. What I need is the answer. 
What I am trying to get at is whether, as a practical matter, these 
ships under foreign flag with a contract right to get them back are 
actually going to be a sufficiently sure asset that we can count on it 
as the merchant marine being an auxiliary to the military in an 
emergency period. 

Mr. Morse. I am satisfied that they will be for several reasons. 
These transfers are approved only where American control of the 
foreign owning company is retained. The Department of Defense 
has stated to us in wr iting that it is their opinion that the vessels will 
be readily available. 

Thirdly, i in the event of another war, I would assume that we would 
again adopt a ship warrant act which was available in World War I 
and that is a stranglehold on all foreign-fi: ig vessels. They either are 
available to the United States and England, if England is also in- 
volved, or they do not operate. It is a guaranty that the vessels will 
be available short of being sabotaged or for some other reason. 

Mr. Aten. I am a little disturbed about the situation because by 
coincidence I asked a similar set of questions of some fairly high 
ranking people in the Navy and they did not seem to me to have the 
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answer that those ships were available to the point that it was almost 
guaranteed that they would be available. 

Mr. Morse. Well, it is something that no one can be 100 percent 
sure of one way or the other until the facts arrive. 

Mr. Auten. Whose responsibility would you think it would be in 
government to determine whether those ships are under effective 
American control, yours, the Navy’s or that of somebody else? 

Mr. Morse. Fundamentally, I think it is the Joint Chiefs of Staff. 

Mr. Atzen. Thank you. 

Mr. Morse. And we have a letter from the Navy which I presume 
was written with the approval of the Joint Chiefs of Staff saying that 
in their opinion those vessels were under effective American control. 

Mr. Auten. Thank you. 

The Cuarrman. Mr. Tollefson ¢ 

Mr. Toxiterson. Mr. Morse, the question was asked with respect to 
the effect of section 802 on the purchase or requisition of ships. The 
Government would pay the book value, the depreciated book value? 

Mr. Morse. Yes, sir. 

Mr. Totterson. On a trade-in they would pay up to your depre- 
ciated restricted world market which is a higher figure but under 
purchase or requisition there is no agreement to replace or build, is 
there ? 

Mr. Morse. None at all. 

Mr. Totterson. The trade-in allowance is given only where the ship 
owner agrees to replace or build. It is an inducement to him to build. 
If the Government requisitioned or purchased, there would be no 
agreement to build, no inducement to build. 

Mr. Morse. You are absolutely correct. 

Mr. Toiuerson. I think that the record should show that. 

Then there was this matter which has not yet been discussed in 
connection with trade-in allowances. What if a domestic owner of 
a ship purchased under the Ship Sales Act desired to sell it to another 
domestic owner? Would there be any restrictions on what he could 
get for it from the purchaser ? 

Mr. Morse. None at all. 

Mr. Toutierson. In other words, if the trade-in allowance of the 
Government was limited to the depreciated book value, let us say, that 
same ship could be sold to another domestic purchaser at a much 
higher price, for whatever he could get for it. 

Mr. Morse. We have no controls of any sort over that sort of a 
sale. 

Mr. Totizrson. Now, I have another question. If a foreign owner 
of a vessel purchased under the Ship Sales Act wanted to sell it on 
the open market, what could he get for it? 

Mr. Morse. Unrestricted world-market value. 

Mr. Torierson. So that he has an advantage over the domestic 
purchaser of a ship purchased under the Ship Sales Act, does he not? 

Mr. Morse. He has a very decided advantage not only on the sales 
price but also on the operating expense. 

Mr. Totterson. Your view is that as much as possible the American 
owner or purchaser of the same kind of ship for the same price ought 
to have some comparable treatment if he wants to trade his vessel in. 

Mr. Morsg. Yes, sir, and I think that was a matter which was dis- 
cussed at the time the 1946 act was adopted and there were no restric- 
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tions on trade-in values or requisition values of ships bought by Amer- 
icans under the 1946 act. 

Mr. Totierson. I have one other question and then I will stop. A 
couple of years ago there was some furor raised with respect to the 
transfer of a number of ships foreign, and maritime labor opposed 
generally those transfers, as I remember. What is the attitude of 
maritime labor with respect to transfer of some of these ships foreign 
with an agreement to replace or build? 

Mr. Morse. The furor several years ago arose over the fact that the 
transfers were then permitted without any obligation to build a re- 
placement. Our current policy in every instance requires the build- 
ing of a vessel of at least the same equivalent utility value and higher 
speed than the transferred-out vessel. ‘To answer your question spe- 
cifically, I think that there is still opposition from some seafaring 
labor areas. On the other hand, I think some of them agree in prin- 
ciple that this is a desirable policy because it does perpetuate an effi- 
cient, fast merchant marine. 

Mr. Totterson. Thank you. That is all, Mr. Chairman. 

The Cuarrman. Mr. Morse, let us get to this steel business. The 
committee wrote a letter to the President. Now we have this question 
for you. Can you tell us the amount of steel required for the present 
construction program by months or quarters? Are requirements be- 
ing met? What amount of steel would be required by months or by 
quarters for future foreseeable orders? What amounts of steel are 
presently available and what, if any, delays result from an inadequate 
supply of steel? What were the factors behind the current shortage 
of steel? What steps are being taken to increase the supply of ship- 
building steel by the Maritime Board and the Department of Com- 
merce? That isa pretty good order. 

Mr. Morse. That is a big order. According to our records, in the 
first quarter of calendar 1957, 114,000 tons of steel would be required 
and the shipyards expect to receive or have been promised that they 
will receive sixty-six thousand and a few hundred odd tons so that 
there is a shortage percentagewise of 41 percent. For the second quar- 
ter of 1957, the requirements are 124,550 tons. ‘They expect to receive 
68,598 tons and there is a shortage of 44.8 percent. 

For the third quarter 109,942 tons are required; expected to receive, 
70,590; the percentage of shortage is 35.8 percent. For the fourth 
quarter of 1957 the requirement is 128,803 tons; expected to receive, 
76,681 tons; and the shortage is 40.5 percent. For 1958, the first quar- 
ter, 114,078 tons requirement; 67,700 tons available; shortage, 40.7 
percent. Second quarter of 1958, 108,647 tons required; available, 
65,506 tons; shortage, 39.7 percent. 

The cumulative deficit for that 18-month period averages 40.7 
percent or a quarterly shortage in the neighborhood of 40,000 tons. 

Now, this picture has improved somewhat over the survey we made 
on October 16, 1956. At that time the requirements were the same 
but the tons available were less so that there has been an improvement 
in the picture. At that time the shortage was running slightly in 
excess of 50 percent. Now, the projection is that the shortage is 
running about 40 percent so that there is an improvement. 

You have asked what we have done to make more steel available. 
We have done our utmost with the steel companies to encourage them 

88277—57-—_8 
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to produce more steel of this character. It is a high-tensile, high- 
quality steel and there was relatively little demand ‘for this ty pe of 
steel for shipbuilding purposes up ‘until this last year so that the 
steel companies were devoting most of their production of this quality 
and type of steel to other areas where they had an existing dem: and 
and a continuing demand. It is partly a matter of getting them to 
increase their ¢ capacity and also partly a matter of getting them to 
accommodate our requirements into their projected programs. In 
addition, we participated with the shipbuilding industry in making 
representations to the Office of Defense Mobilization to encourage 
increased capacity by having additional plants built. Even if a fast 
depreciation writeoff was required, we supported them. 

Mr. Boykin. Do you mean steel plants ¢ 

Mr. Morsz. Yes, sir. We supported the shipbuilding industry in 
making that request. The Office of Defense Mobilization, after re- 
viewing the entire picture, thought it was unnecessary to grant fast 
tax writeofls for this purpose and just a matter of 2 or 5 weeks ago 
a ruling was issued denying that request. 

Mr. Boykin. Mr. Chairman, I want to ask a question before he stops. 

The CuarrMan. You are interested in available shipyards being in 
a position to construct ships and employ men and spread employment 
among yards. Is it a fair question to ask whether or not Defense 
Mobilization and your Board have looked into the matter of whether 
or not the available steel is being properly distributed among all the 
shipyards ? 

Do you understand the question ? 

Mr. Morse. Yes, I understand your question. 

The Cuairman, Is it a fair inquiry to make ¢ 

Mr. Morse. Yes, certainly it is a fair inquiry. 

The CuamMan. Have you made it? 

Mr. Morse. I do not know it to be a fact that the steel companies 
have continuing contracts and have had for many years. Taking, for 
example, Newport News, they will continue to favor Newport News 
where they can do so as distinguished from a company that has not 
had any shipbuilding, whether it is a new or old company, but one that 
has not had any active shipbuilding activity for a number of years. 
That is perfectly natural. T hey will protect their old customers rather 
than eut them down in order to nA out a newcomer. That prac- 
tice exists. 

The Cuarrman. What we are driving at is to try to be fair and 
spread the employment and to see that all these yards that we have 
been struggling for years to keep in existence are getting their fair 
share of the produc tion of steel. 

That is a Government responsibility. If Defense Mobilization is 
not going to make it possible to produce more steel, is not that a re- 
sponsibilit of theirs to see that the steel that is produced is equitably 
distr ‘buted ? 

Mr. Morse. I cannot answer your question either “Yes” or “No,” but 
I certainly do think that it is the obligation of the Government to see 
that there is an equitable distribution of steel. Now, as far as the 
active existing yards are concerned, I think they are all getting sub- 
stantially the same percentage of steel that they have be en getting in 
the past number of years. The difficulty is in the companies that want 
to again get into shipbuilding activity which they have not been in for 
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some years. They are the ones who are having the most difficulty in 
breaking in again. 

The Guairman. Are there any favored yards today as far as steel 
distribution is concerned ? 

Mr. Morsg. I do not think I could say so, Mr. Bonner. 

The Cuamman. There seems to be a feeling. 

Mr. Zetenxo. Mr. Chairman, going along with your question, a 
thought occurred to me. You have a steel company that is in the 
shipbuilding business. 

The Cuatrnman. That is your observation. You go ahead. 

Mr. Morse. In answer to that question we are referring to Bethle- 
hem, of course. They have the steel-producing capacity and also 
have the shipyards, but they are the major suppliers of stee! to all the 
shipyards on the Atlantic coast and also on the gulf, so I do not 
know the percentage but a major percentage of the aggregate steel for 
this purpose on the Atlantic and gulf comes out of Bethlehem. 

The CHarrman. Mr. Boykin. 

Mr. Boykin. Mr. Chairman. 

Since we have not been building ships, I wonder what the steel 
companies are doing with all the steel? We used to use so very 
much. Are they sending the steel to foreign countries or where is 
it going’? You just cannot get steel. 

I think the old shipyards should have priority, but I have the 
Alabama Drydock & Shipbuilding Co. in my home and Mr. Griser, 
the president of that company, tells me he cannot get any steel. He 
has had a ship contract for 2 years and it is just impossible to get any 
steel in Alabama although we have one of the greatest steel mills in 
the country at Birmingham, Ala., with an unlimited supply of ore. 
I am wondering where the steel is going and to whom it is going. 

Mr. Morse. Let me read one paragraph here. 

At the present time the steel industry, by their own devices and without 
Government directive, set aside between 120,000 and 150,000 tons of piate per 
month earmarked for the oil-gas industry. This set-aside comes out of a total 
of approximately 520,000 tons of plate produced per month. This plate is com- 
petitive with shipbuilding requirements. The high-grade 120-inch sheared plate 
so important to the shipbuilding industry is being made available to the oil-gas 
industry at a rate of 152,000 tons per quarter. 

Tam talking about a different grade of steel now. 

Mr. Boykin. Yes. 

Mr. Morss (reading) : 

At the rate of 152,000 tons per quarter. The shipbuilding industry would be 
satisfied with no more than 35,000 tons per quarter of this same high-grade 
wide plate. The overall requirements of the shipbuilding industry would be 
no more than 125,000 tons per quarter including the special wide plate. This 
is in contrast to the approximately 450,000 tons of all types of plates voluntarily 
set aside by the steel industry for the oil-gas industry. 

Mr. Borx1n. How much steel and plate are they exporting? 

Mr. Morse. Very little in the way of shipbuilding plate. 

Mr. Boyx1n. Could not the steel that they are exporting be made 
into plate that we need so badly ? 

Mr. Morse. I believe they are exporting ingots of a quality of steel 
which would be suitable for ship plate. 

Mr. Boyxin. Mr. Chairman, do you not think that we ought to do 
something about this? You cannot get steel to build a bridge or any- 
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thing down home. It is almost impossible to get steel of any kind 
anywhere that I know of. 

Ingalls had a terrible time getting steel, too. They are building 
the ship which you just mentioned. I talked to the president of 
that company. They were having a bad time. Everybody that I 
talked to that uses steel is having a bad time getting it. We ought 
to have more steel. 

Do you know how much we are exporting of any kind whatsoever, 
whether plate or ingots or whatever it is ? 

Mr. Mors. We have the information available in my office, but 
I do not remember offhand. 

Mr. Boyxrn. I wonder, Mr. Chairman, if we could have that for 
the record. 

Mr. Morse. We will be happy to supply it. 

(The information referred to follows :) 


Export of unfabricated carbon steel plate to foreign countries 


. " = ) i 
} 
| | 1 


| | 
| 1954 1955 | 1956 | 1954 | 1955 | 1956 
rn fe ———— 
1, Canada | 75,033 | 98, 852 155, 358 || 9. Sweden | 1 10, 975 1, 943 | 3, 669 
2. United Kingdom 10} 2,119 825 |; 10. Norway | 703 | 1,412 1.14 
3. West Germany | 0 | 21, 424 33, 584 || 11, Denmark | 0 12 | 
4. France 0 | 7,897 8,990 || 12. Pelgium . 0} 3,092 (1) 
5. Holland | 0| 3,295 654 |} 13. Greece 6 | 535 23 
6. Italy | 245 | 1,038 | 784 || Other countries | 57,241 | 55, 459 48, 792 
7. Spain | 4, 661 9, 116 10, 300 | 
8. Japan | 58 | 3, 496 21, 390 || Total r 18, 932 209, 690 285, 514 
| 





1 Ineluded with Holland. 


Source: Bureau of Census Department of Commerce: Plates, hot rolled group 6 code 603125 converted 
from pounds to short tons. 


Exports 
Short tons 
| 1954 1955 | 1956 
jellies ehicn ciate Deeaeeii — as | chicane | 
Carbon steel ingots, code 601602: | | 
Canada 4 ; sdbno’ 3,810 | 878 | , 210 
United Kingdom... ‘ | 189, 667 94, 339 
Japan 8, 352 
Other countries : 8, 994 | 7, 769 | 5, 279 
Total. ; + 12, 804 | 198, 314 109, 180 
Carbon steel billets, blooms, slabs, bars, code 601608: | 
Canada 1,635 | 602 | 9, 303 
United Kingdom..._--- , | 187, 481 | 90, 326 
West Germany. | | 11, 179 
Japan ih. aiahe ; } | 17, 042 
Holland .._-. ; ust Jad 7 J | } 111, 500 | 35, 361 
Greece 4 . ie “Tos " 54 
Other countries !.....-- ili htedierid 13, 065 91, 186 | 77, 650 
ON Sarthe bh cone kc kataeeiias ios 14, 700 | 401, 948 | 229, 736 


1 South America and Far East. 


Source: Bureau of Census, Department of Commerce. 


Mr. Gross. And to what countries it is going. 

Mr. Borxrin. And to whom it is going in that country. 

Mr. Thompson. Mr. Chairman, may I ask a question ? 

The Cuarrman. Yes. 

Mr. Tuompson. In your r figur es showing approximately 40 percent 
deficit over the next few years have you taken into consideration the 
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additional requirements that will come into effect by the nationwide 
highway construction program? Have the requirements of that pro- 
gram been taken into account in your figures? 

~ Mr. Morse. This projection which we have for the next 18 months 
of approximately 40 percent deficit is based on the advices we receive 
from the shipbuilding companies that they will be assured this quan- 
tity of steel. 

Mr. TuHompson. If the highway program is to be served, and I 
think it will go into full swing in about 2 years according to my in- 
formation, certainly the expansion is going to have to be terrific or 
certain quantities of steel will have to be even further diverted to the 
highway program. 

Mr. Morse. It is our information, though, that the steel companies 
will make at least this quantity available to us. 

Mr. Troompson. That is regardless of the highway program. 

Mr. Morse. Yes, sir; and it is our belief that the indications are 
that, in a matter of 18 months or 2 years, the capacity for this type 
of steel] will meet the requirements. 

Mr. Tuomrson. You think that steel that you have in sight will be 
enough to take care of the new shipbuilding requirements? 

Mr. Morse. No, there is a delay factor because of the delay in get- 
ting the steel. It defers the building of these ships. 

Mr. THompson. What excuses or reasons did the Office of Defense 
Mobilization give in turning down these certificates for new construc- 
tion? Tam wondering if ODM did not perhaps have a different point 
of view from yours. In rejecting the issuance of a certificate, Dr. 
Flemming must have had reason to believe that the steel production 
might be greater than you think under the existing manufacturing 
schedule. 

Mr. Morse. Well, I would rather let the public statement which was 
released by ODM speak for itself than my trying to say. 

Mr. THompson. Do you remember the reasons that he gave? 

Mr. Foro. As I recall, the reasons were that there are many other 
industries which are in the same situation and that they are generally 
opposed to rapid tax writeoff for one particular industry as opposed 
to others. 

Mr. Tompson. Of course they issued certificates of necessity to 
such industries as the pulp industries, nitrating pulps, for instance, 
which can be overnight turned into munitions, but which are normally 
used for the manufacture of paper and other products so that they have 
in those cases given rapid tax writeoffs to some specific industries and, 
if we can prove to them that shipbuilding is as essential to our defense 
and safety as nitrating pulps, it may be that we could convince Dr. 
Flemming that this is of a more serious nature than he thinks. 

Mr. Morss. We made a strong pitch on that score and, as I recall, 
also the Navy Department supported us on the desirability of doing 
everything possible to encourage more ship construction, to assist in 
more ship construction. 

The CHarmman. Mr. Allen? 

Mr. Auten. Mr. Chairman. Mr. Morse, we have had considerable 
testimony over the past few years to the effect that we need about 36,000 
men employed in the shipyards in construction in order to have an 
adequate mobilization base. Can you interpret for me the employ- 
ment situation with regard to this steel supply ? 
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First, how many men would be employed if we had 100 percent of 
the steel that is required and, second, how many are employed with the 
40-percent shortage of steel ? 

Mr. Morse. I will have to supply some of that information for the 
record. My recollection is that the employment on new construction 
in purely commercial shipyards at the present time is in the neighbor- 
hood of 12,500 as compared with a low of somewhere around 6,500 
a year or 18 months ago. Now, I do not have with me the projec- 
tions of what the employment picture will be 6 months or a year from 
now based on the existing construction and the approvals in prin- 
ciple and the replacement program which we contemplate, but I will 
endeavor to supply that for the record. 

(The following was furnished by letter of February 25, 1957 :) 

In accordance with the present shipway schedules, the employment in the con- 
struction of the merchant-ship program under contract as of January 1, 1957, 
with only 60 percent of the steel being available, is expected to reach a peak 
of 27,000 men. If steel were available, it is believed that the peak employment 
may increase approximately 20 percent. It is impossible to determine the effect 
on employment in each individual shipyard, however, the percentage reduction 
in such employment due to the unavailability of steel would be generally similar 
on a nationwide basis. 

Mr. AtxeN. Is 36,000 still the figure? 

Mr. Morse. That is still the target. 

Mr. Auten. Is this an acceptable minimum below which there is a 
dangerous lack of mobilization base ? 

Mr. Morse. That is the target which was established. That was the 
goal set by Maritime as being the minimum employment to maintain a 
satisfactory mobilization base. 

Mr. Aten. You are now two-thirds short of the mobilization base. 

Mr. Morse. Yes, sir, but then we are just really getting into a ship- 
building program at the present time. 

Mr. Atxen. Is it still true that, if you get 60 ships under construc- 
tion, you should have the 36,000 men? 

Mr. Morse. Yes, sir. 

Mr. Auten. Will that 120,000 tons of steel a quarter build 60 ships, 
more or less? 

Mr. Morse. No; but then we do not anticipate getting into 60 ships 
on the ways to be building for some period ahead. It will take time 
to pick up that momentum but for the short term the quantity of 
steel that I mentioned will be adequate for our existing needs. 

Mr. Marii1arp. Would the gentlemen yield at that point? 

Mr. Auten. Yes. 

Mr. Mattirarp. Mr. Morse, if you are going to supply detailed in for- 
mation for the record, I would like to see the geographical distribution 
of the projection, too. Could you do that for us? 

Mr. Morse. Yes, sir. We can do it on distinct contracts. We can- 
not do it on others. Obviously we do not know where the contracts 
for future ships will be placed. 

Mr. Maiurarp. These steel figures that you gave us are based on 
existing contracts, are they not ? 

Mr. Morse. Yes, sir. 

Mr. Mairur1arp. Could we have the projected employment figures 
also with their geographical distribution ? 

Mr. Morse. Yes, sir. 
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The Cuarrman. Mr. Garmatz ? ; : 

Mr. Garmatz. Mr. Morse, is it your belief or thinking that just a 
short while back there was no particular demand for this steel for 
ships? I remember very distinctly that down at the Bethlehem Steel 
Co. in Maryland the last ship was on the ways and they had no more 
orders and the steel people went into making other types of steel 
rather than the type necessary for shipyard work. Then all of a 
sudden we have jumped to 60 ships. Does this shortage exist because 
the demand is so great and the supply is not there ? 

Mr. Morse. That is true. They had to find other customers for 
this type of steel. You cannot overnight displace the other customers. 

Mr. Garmatz. Now it is being put out on the quota basis as to what 
you used before. You get a percentage at present ? 

Mr. Morse. Yes, sir. 

Mr. Miter. Will the gentleman yield ? 

Mr. Garmatz. Yes. 

Mr. Miiter. Is the overall capacity there for steel for shipbuilding 
and steel for other purposes, too, if the market is there for the steel 
companies to supply the steel, or are they working at their capacity 
now? Doyouknow? 

Mr. Forp. The capacity does not exist. ‘That is why they asked for a 
rapid tax amortization to increase their present capacity, although 
there is some capacity to roll this particular type steel that is not 
being used. 

Mr. Mitirr. But the capacity does not exist so far as you know ? 

Mr. Forp. It isthe rolling mills. 

Mr. Miter. Mr. Chairman. 

The Cuarman. Mr. Miller. 

Mr. Mitier. Would it be in order to suggest that we have Dr. 
Arthur Flemming, the Director of ODM, come up here and testify ? 
That is in his field. These gentlemen are not supposed to know 
about this steel. 

The Carman. The Chair directed a letter to the President less 
than 30 days ago. It has been acknowledged but has not been 30 days 
since it was sent. In proper respect, I thought that at least 30 days 
should transpire before any further step was taken. 

Mr. Boykin. Do you mean to the President of the United States? 

The Cuarrman, Yes, sir. I felt that opening this subject here this 
morning might spur on a little attention to the matter. 

Mr. Mitier. I noticed that Dr. Flemming has been testifying on the 
oil situation, 

The CuarrmaNn. He is retiring and another gentleman is coming in. 
His name is up for confirmation in the Senate today. Incidentally, he 
is a very outstanding North Carolinian. Maybe we would get a little 
better deal. 

Nevertheless, this is a wholesome discussion here. I want to say to 
the new members of this committee that this committee is not reserved 
for the senior members at all when a question is desired to be asked 
by any one of you, whatever the question may be. 

Mr. Petty. Mr. Chairman. 

The Cuarrman. Mr. Pelly. 

Mr. Petuy. Could I ask Mr. Morse if he has any information regard- 
ing the source of steel that American interests are using in a leased 
Japanese yard where they are building tankers. Are they getting 
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steel over in Japan and, if so, do you know where they are getting it 
from ¢ 

Mr. Morse, I cannot give you a definite answer on that. I have 
heard rumors that this organization is getting some steel from the 
United States but I could not pinpoint it. 

Mr. Boyxin. Would you speak louder ? 

Mr. Morse. There is an American company that operates a ship- 
yard in Japan. I have heard rumors that they are getting some steel 
from the United States but what the quantity might be I do not know. 

Mr. Petry. If you could get some information, would you supply 
it for the record. 

Mr. Morse. Certainly. 

(The following was furnished by letter of February 25, 1957:) 

The Maritime Administration has been informed by the American owned ship- 
yard in Japan that the following tonnages of steel plate for ship construction 
were exported from the United States by that company for its Kure Shipyard. 

1955—15 tons. 
1956—7,500 tons, 
1957 (to date)—1,198 tons. 


They further advise that all other steel was manufactured abroad and obtained 
from foreign sources. 

Mr. Gross. Would the gentleman yield? 

Mr. Petry. Yes. 

Mr, Gross. Are ships being built in foreign yards for American-flag 
use ¢ 

Mr. Morse. Not for American flag but for foreign flag. Some 
of the building is American-controlled capital. 

Mr. Petty. They lease a Japanese yard and build over there with 
Japanese labor. I want to find out if they are using American steel. 

Mr. Gross. Yes, of course. 

Mr. Boys. Mr. Chairman, I know something about that and 
so does Mr. Robeson here. We went to Scotland, I think it was, and 
they had so much steel there that we were just amazed. Several of 
us here were there. Mr. Allen was there, Mr. Robeson, Mr. Thomp- 
son, and Mr. Garmatz. We had lunch with the president of this steel 
company. They had been in the shipbuilding business for over a 
hundred years. I said, “Where do you get your steel?” He said, 
“From Japan, of course.” 

He told us that we had given pe 4 a brand new steel mill from 
top to bottom and it was the finest steel and they could get it for such 
a cheap price. They were building ships, Mr. Gross, and all of the 

rest of the yards we went to in E nel: und, France, Scotland, and Ger- 
many were building ships. They were building ships for the Ameri- 

‘ans. They were getting the steel from Japan coe everywhere else. 
For example, Mr. Robeson was right by my side when I asked, “What 
will this tanker cost?” He said, “This will cost us $3 million.” 

What would it cost at home? $7.5 million. 

In every yard we went to they were building ships for the com- 
panies in the United States. They would not fly under our flag but 
would be under some of the other flags. I am afraid that that is 
where a lot of our steel is going. We have to get some back to our 
own yards. I know that we are not getting it in Alabama and I do 
not believe they are getting it anywhere in the United States in the 








CURRENT MERCHANT MARINE PROBLEMS 21 


proper amount. I think that our own yards should have every bit 
they can use before we —— one pound. 

The Cxuamman. Yes. I do not want to close the discussion of 
steel but our time is limited. We have one other subject here that I 
would like to have discussed this morning because I do think that it 
is as pressing to have some understanding about it as the steel situ- 
ation. 

Mr. Asutry. I do have one question, Mr. Chairman. 

The CHarrman. Yes. 

Mr. Asuirey. How many suppliers of this special plate are there in 
the United States, Mr. Morse? How many steel companies produce 
this special plate? 

Mr. Morse. I can name 3 or 4 of them. The United States Steel 
Corp.; Bethlehem; and Kaiser on the west coast produces some. 

Mr. Asutey. So that it is with respect to these 3 or 4 that that 40.7 
percent shortage that you or eee was projected. In many situ- 
ations where you have only 3 or 4 suppliers of a commodity as basic 
to the industry as steel plate, and where there is such a tremendous 
shortage existing, it would certainly follow that the price of that 
commodity is going to go up. I am wondering if there was any 
projection on the part of the Maritime Administration as to what 
was going to happen with respect to the price of this special steel over 
the next 18 months. This, of course, is relevant because the United 
States taxpayer is going to be asked to continue to foot the subsidy 
bill under our construction-subsidy program and I think that that 
is a most relevant question. What is the price of the plate today? 

Mr. Morse. You are nd me for information with which I have 
no familiarity. We will be glad to get and supply for the record the 
price of plate over the last period of several years. 

(The following was furnished by letter of Februar y 25, 1957:) 

During previous years, the rise in the cost of carbon steel plate per ton as 
of December of each year was for: 1953—$4; 1954—$2.50; 1955—$5.50; 1956— 
$7. (Source Iron Age, January 5, 1957.) 

The price rise over the next 18 months is estimated to be approximately $10 


per ton. This will increase the present base price of steel from $97 per ton 
to $107 per short ton, f. o. b. mill. 





Mr. Asuury. Mr. Chairman, do you not agree with me that this 
would be interesting information for the record ? The price of the 
steel plate in the past 6 months, the projected price of it for the next 
18 months which is the base period which Mr. Morse has used for the 
statistics that he has given us this morning. We are in an inflation- 
ary period and, if it is going to manifest itself with respect to this 
steel plate, I think that we should know about it forthwith. 

The CuHamman. The entire subject is interesting to the committee 
and it will be further developed if some relief is not ‘shortly had. Does 
that conclude your questions ? 

Mr. Asuxiey. That concludes my questions. 

The CuarrmMan. We have only 30 minutes left. 

Mr. Morse, I want to get to the Suez situation. What effect, 
any, has the Suez Canal closure had on your authority to subsidize 
ships on trade routes which normally would run through the canal? 
What is the Department of Commerce doing to protect t American- flag 
vessels when the canal is opened, which it 1s evident will be prior to 
overall settlement in that area? Now, Mr. Mailliard wanted this 

88277—57——_-4 
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question brought before the committee. Was there some other phase 
of it that you wanted Mr. Morse to discuss ¢ 

Mr. Maiuiiarp. Mr. Chairman, I was particularly interested in 
what effect this whole Suez crisis, the closing of the canal, has had on 
both the question of servicing our essential trade routes and on the 
question of its effect on the amount of subsidized voyages and what 
adjustments you have had to make. In other words, I am trying to 
find out what this has done to the program that is supported by oper- 
ating differential subsidy payments. 

Mr. Morse. There are two subsidized lines that normally transit the 
Suez Canal, American Export to and from India from the Atlantic 
coast, and American President Lines on its westbound round-the- 
world service. An aggregate of 13 voyages to date by both lines have 
gone around the tip of Africa instead of tr: ansiting the canal since the 
Suez situation arose. It has resulted in a le1 1ethening of the voyage 
about 14 to 16 days per vessel. It does not alter the operating subsidy 
payment that we make, the aggregate payment per vessel, a nickel. 
It merely results in the vessels being unable to make the same number 
of voyages that they would norm: ally make in a year’s time. Now, on 
the legality of paying subsidy on ‘this diversion around the tip of 
Africa instead of going on their normal trade route, there is no ques- 
tion but that we do have legal authority to approve such payments and 
we do so. 

Mr. Martazarp. And you do so under some provision of law that 
specifically allows you to, or do you have to just reroute the trade 
route ¢ 

Mr. Morst. The Board has revised the trade route description on a 
6 months temporary basis conditioned on the Suez Canal not being 
open at an earlier date. As soon as the Suez Canal opens, in other 
words, they revert to their original trade route. 

Mr. Matusarp. So that if I understand you, then, the cost to the 
Government is the same but the service to the shippers is reduced 
because of the increased length of the voyage. 

Mr. Morse. That is correct. 

Mr. Martarp. Has that caused any serious backup of cargoes? 

Mr. Morse. Because of the Suez situation there has been a serious 
backup of cargo worldwise. It has increased the voyage time of not 
only dry-cargo vessels but tankers in all areas that would norm: ally 
said through | the Suez. 

Mr. Marrrrarp. Has the Board considered trying to get additional 
ships on these routes to make up for that lost time? 

Mr. Morse. Yes; not on the subsidy basis, but we have made avail- 
able vessels both to American Export and to American President Lines 
on a charter basis from the reserve fleet which are available to service 
those areas. 

Mr. Maitirarp. I think that covers it, Mr. Chairman. 

The Cuarrman. What effect does it have on our recapture position, 
if any? 

Mr. Morse. Very slight, if any, because the lines would normally 
apply a surcharge ‘because of the additional expense that they suffer 
in making a given voyage because of the longer voyage that they 
have to perform. 

The Cuamman. If the canal is opened for transit before negotia- 
tions are completed, and the toll is increased or there would be some 
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discussion over toll, what, if anything, will you consider doing with 
respect to the differential? 

Mr. Morsr. The toll does not enter into the operating-differential 
subsidy. 

The Cuarrman. It will increase the cost of the operation of the lines. 

Mr. Morse. That is correct. I assume that the line would therefore 
endeavor to riciae the rate to offset that increased cost. 

The Crarmman. With the unsettled condition, is it perfectly all 
right for these lines that have the trade routes to transit the canal 
without any additional protection from you or the State Department 
to safeguard their ships from injury ? 

Mr. Morse. I would assume that they would not transit the canal 
unless the Navy gave us some reasonable assurance that they could 
do so safely. 

The Cuatrman. Then when the canal is opened that announcement 
will be made. 

Mr. Morse. We will endeavor to be in touch with the Navy and 
find out from them if they believe it is safe for American-flag ships 
to transit the canal; yes, sir. 

The Crarrman. Are there any questions? 

Mr. Gross. Yes; I would like to ask a question, Mr. Chairman. 

The Cuarrman. Yes, Mr. Gross. 

Mr. Gross. Would you say that that you are not paying extra cost 
differentials at the present time? 

Mr. Morse. We are not; because, in substance, the subsidy differ- 
ential was based on an annual operation, and whether the vessel makes 
1 voyage or 10 voyages the annual expense is substantially the same. 

Mr. Gross. You do not antiicpate that you will be in any way billed 
for extra cost by way of subsidy through the closing of the canal ? 

Mr. Morse. No. 

Mr. Atien. Will you yield, Mr. Gross? 

Mr. Gross. Yes. 

Mr. ALLEN. You are paying more subsidy per voyage than would 
have been the case had the voyages been shorter. 

Mr. Morse. That is correct. If they make a 1-day voyage they 
would only get 1 day’s subsidy. If it takes them 30 days to make a 
voyage they get 30 days’ subsidy. 

Mr. Gross. Then it is costing the Government money. 

Mr. Morse. Well, yes and no. On a voyage basis, yes; on an an- 
nual basis, it is nothing more, it is the some amount. 

Mr. Gross. So, as a result of the British, French, and Israeli in- 
vasion of Egypt, the taxpayers of this country are paying through 
the nose in a good many ways. 

Mr. ZetenKo. Will the gentleman yield? 

Mr. Gross. Yes. 

Mr. Zectenxo. I must disagree that, as a result of the British, 
French, and Israeli invasion, we are paying. We are paying as a 
result of Feynt closing the canal. 

Mr. Gross. I said invasion, and I meant it. 

Mr. THompson. Would the gentleman yield ? 

Mr. Gross. I would be glad to yield. 

Mr. Tuompson. Regardless of the subsidies involved, if the costs 
go up it costs the Government in the long run because of the recapture 
position being different. 
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Mr. Morse. It will affect our recapture position unless they are 
able to get increased revenue to offset the costs. 

Mr. THomPson. They have not increased the rates. 

Mr. Morss. I think there have been surcharges added to the rates. 

Mr. Gross. Has the Maritime Administration made any contribu- 
tion to the clearing of the canal in any way? 

Mr. Morse. That is not our activity. 

Mr. Gross. I did not think so, but I wanted to ask the question. 

The CHatrman. Has your operating subsidy increased due to that 
being declared a war zone for personnel on ships ? 

Mr. Morse. No, sir. I know that the unions have demanded of the 
operators and have obtained an agreement from the operators to 
pay a war bonus because of transit in the Mediterranean area. We 
checked with the Navy Department to find out from them whether 
they considered that to be an unsafe area for American-flag ships, 
and they certified to us that it was not, and the Board adopted a rule 
that we would not pay any operating subsidy on these war-bonus 
payments made to American-flag vessels in that area. 

The Cuamman. Since you are speaking of that subject, are you 
paying any additional operating subsidy in the Korean area on that 
account ¢ 

Mr. Morse. I am not sure it includes the Korean area, but we do 
pay operating subsidy in the China area, the Formosa area, for war- 
,onUS payments. 

The Cuairman. That is the only area? 

Mr. Morse. To the best of my information, it is. 

Mr. Hochfeld? 

Mr. Hocuretp. That is correct, sir. 

The Cuarrman. Has the Navy approved that? 

Mr. Morse. My recollection is that we are checking out with the 
Navy now as to whether they still consider that that is a safe or 
unsafe area. Is that the fact, Mr. Hochfeld ? 

Mr. Hocurexp. A letter was received from the Navy which indi- 
cated that there are no danger areas in the world. 

The Cuarrman. That is certainly refreshing. You can be quoted ? 
That is not einen 

Mr. Hocuretp. [ do not recall that the letter was restricted. The 
letter, I must say, was addressed to the question of the relationship 
of danger areas to war area bonus payments; in that narrow sphere 
of reflection. 

The Cuarrman. That is quite different from the picture painted 
in the House. 

Mr. Boyxtn. That is good news. 

The Crramman. Are there any further questions? Mr. Allen? 

Mr. Auten. Mr. Morse, for the subsidy that you are paying on these 
ships that are diverted away from the c anal, it is true that our subsidy 
is still purchasing the same number of ships in operation for a 
mobilization base as if the ships were going through the canal ? 

Mr. Morse. Certainly. 

Mr. ZeLeENKO. Would the chairman be good enough to direct the 
Maritime Administration to supply the committee with a copy of 
that letter if it is not restricted ? 

The Cuatrman. Yes; if you desire to ask that the copy be put in 
the record at this point. 
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Mr. Morse. We will be happy to submit it if it is not restricted. 

Mr. Zecenxo. Thank you very much. 

(The letter referred to follows :) 

NOVEMBER 16, 1956. 
The honorable the SeEcRETARY OF THE NAvy, 
Washington, D. C. 

Dear Mr, Seorerary: The Federal Maritime Board/Maritime Administration 
has been advised that several seagoing unions have made demands upon United 
States shipowners for agreements covering war bonuses in the Near East and 
Mediterranean areas similar to compensation which was paid by various shipping 
companies during World War II and the Korean outbreak. 

On those occasions the Department of the Navy designated “danger areas” and 
under the agreements entered into by the unions and the operators, certain bonus 
payments were made for service in such areas. 

In view of the urgent requests on the part of associations of steamship op- 
erators for official governmental advice as to such danger areas, the Board and 
Administration would wish to receive, at the earliest possible opportunity, word 
from your Department if it is contemplated that such areas may be so desig- 
nated in the future. 

Sincerely yours, 
Ben H. Guin, Vice Chairman. 


DEPARTMENT OF THE NAVY, 
OFFICE OF THE SECRETARY, 
Washington, D. C., November 23, 1956. 
Mr. Ben H. Gul, 
Vice Chairman, Federal Maritime Board, Washington, D. C. 

My Dear Mr. GuILu: In your recent letter of November 16, 1956 you requested 
information on areas to be designated as “danger areas” in the Near East and 
the Mediterranean. 

Currently the United States Navy does not recognize any areas of the world 
as ‘danger areas” and is operating the various fleets in a peacetime training 
status. 

It is not contemplated that such areas will be designated by the Navy in the 
future and no plans for such designation have been formulated. 

Sincerely yours, 


‘ 


CHARLES S. THOMAS. 


Mr. Ceperserc. Is it true that the canal is now open to 25-foot 
vessels ? 

Mr. Morse. I do not know that it is. 

Mr. CeperserG. Do you have information as to when it will be open? 

Mr. Morse. I have no information except that which appears in the 
papers. I think it will be within the next month or two. 

The CuarrMan. Since this situation has arisen has there been any 
discussion by the Maritime Board with respect to whether or not an 
alternate route through Central America might be examined for the 
purpose of ship transit from the Pacific to the Atlantic ? 

Mr. Morse. No; we have not discussed that question at Board level. 
We have not discussed that matter in the Maritime Board. We had 
assumed that the Suez situation was of a somewhat temporary nature 
and that it would be available for American-flag ships in a matter 
of several months. 

The CHatrmMan. I was speaking about transit across Central 
America. 

Mr. Morse. I understood you. 

The CHarrmMan. Excuse me. All right. Are there any other 
questions ? 

Now, Mr. Morse, you may proceed with your general statement. 
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Mr. Morsg. On the operating subsidy contracts, we have been nego- 
tiating not only with Lykes but with Seas & Mississippi Shipping for 
a long- range contract. The Lykes contract is in the final stages prior 
to finalization. I would say it is just a matter of days or 2 W eeks, 
perhaps, at the maximum to when we will be in position to sign up a 
long-range program with the Lykes Steamship Co. 

The other two lines that I mentioned will come along, and I would 
assume that we could finalize those by the end of June. 

The Lykes program contemplates the replacement of 53 ships. We 
are discussing with them the phasing of the replacement. They 
wanted to build 28, 4, 15, and 6 in that series. We are counterpropos- 
ing with 32, 15, and 6. Tam hopeful that they will see eye to eye with 
us on that phasing. 

The Cuamman. I do not want to stop you but, since we are on 
this ship construction and the acuteness of avail: able construction ca- 
pacity in commercial yards, will you make some observation on your 
reserve yards, their present condition, and whether or not any con- 
sideration has been given to activating any either by private contract 
or by the Board. 

Mr. Morse. Yes, sir. 

The Cuarrman. In connection with this, it is apparent that the 
private shipyards are not adequate to meet the program at the present 
time; is it not? 

Mr. Morse. We feel that even under our existing replacement pro- 
gram the private yards can substantially meet our replacement 
program. 

The Cuatrman. In the light of the shortage of steel, of course. 

Mr. Morse. No; aside from the question of shortage of steel. 

The CuHatrMan. Very well. 

Mr. Morse. There are 77 shipbuilding ways commercially owned. 
I have the figures here and can supply the numbers if you need them. 
Some of those are being utilized by the Navy at the present time, and 
some of them are committed to tanker building over a period of years. 
Some of them are not in condition, so that they would have to be re- 
conditioned to be suitable for shipbuilding. It ends up that there are 
about 12 ways that are immediately available for dry-cargo ship con- 
struction. Some of the tanker ways will become free in a matter of a 
year or 18 months and would become available for dry-cargo ship con- 
struction. Getting down to our reserve shipyards, in the Vancouver 

yard, we are having those old ways removed. They were in deterio- 

rated condition, and it was advantageous to us to have them removed 
so that we could more readily reactivate the yard in case of need. On 
that yard we have had inquiries from 2 sources on the possibility of 
leasing the yard to private operators for ship construction, 2 active 
inquiries, as matter of fact. On the Wilmington Yard, we have had 
an inquiry for the lease of that yard for ship construction. A sugges- 
tion has been made that one of the shipbuilders might desire to Tease 
the gulf vard. That has merely been a suggestion. The first two re- 
quests that I mentioned on the Vancouver and Wilmington yards are 
quite active. Another shipbuilder is suggesting that they would like 
to lease the Alameda yard. Also we are considering a possibility of 
reopening the Federal yard, which is a Navy Reserve yard. 

Mr. Miter. Where is that located / 

Mr. Morse. It is in New Jersey. 
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Mr. Detuay. It isin Kearny. 

Mr. Morsz. Kearny, N.J. All of our reserve yards with the excep- 
tion of the ones that have graving docks would have to have a substan- 
tial amount of work to put them in condition. The wooden ways have 
deteriorated and would have to be rebuilt. 

The Cuarrman. In the case of leasing, for what part of the recon- 
struction would the Maritime be responsible ? 

Mr. Morss. None of it. We would expect the lessee to recondition 
the yard. It would be a matter of negotiating what we determine to 
be a fair and reasonable lease for the yard in its present condition and 
enabling the lessee to amortize his expense over a period of years so 
that he can pay out on it. 

The CuHarrman. Are there any questions ? 

Mr. Curtin. Mr. Chairman, may I ask a question ? 

The Cuarrman. Yes. 

Mr. Curtin. Mr. Morse, when you speak of reserve yards do you 
mean all of the yards that built ships in the past in a period of emer- 
gency, or just certain of them ? 

Mr. Morse. No; there are 8 or 9, but I do not remember the number 
at the moment that are Government owned or on long-term leases to 
the Government that are maintained as reserve yards. 

Mr. Curtin. Is there anything done to try to keep all of these old 
shipyards in such a condition that in case of emergency they could 
resume activities or are they just left to go by the boards? 

Mr. Morse. We have a continuing maintenance program in these 
reserve yards that are under our jurisdiction. The ways themselves 
that were made with green wood by and large are valueless. They 
will have to be entirely rebuilt. Most of the permanent buildings and 
such machinery and tools as are still available we do preserve. 

Mr. Curtin. Do they get just a minor amount of business so that 
they can keep an oper ating force intact ? 

Mr. Morse. At the present time ? 

Mr. Curtin. Yes. 

Mr. Morse. No; they are laid up yards. 

Mr. Mitier. Mr. Chairman. 

The CHarrman. Mr. Miller. 

Mr. Mirier. How about the yard at Richmond, Calif.? What is 
the condition of it ? 

Mr. Morse. It has graving docks which are leased. We have leased 
1 or 2 from time to time and I think one is still under lease at the pres- 
enttime. That yard is in good condition. 

Mr. Mixer. Could it go into operation immediately ? 

Mr. Morse. Very possibly. 

Mr. Mixxer. The one at Alameda is in good condition. 

Mr. Morse. Alameda is in good shape. 

Mr. Mitter. It is concrete and could go into operation. 

Mr. Morse. Most of the Vancouver yard is in excellent shape. It is 
just the wooden ways that would have to be rebuilt. 

Mr. Minter. Because the chairman may be sensitive about Wilming- 
ton, N. C., do you not think you can afford to pull out some of the 
old piling there which you are doing elsewhere ? 

Mr . Morse. We have requested money for that purpose for several 
years in order to minimize the fire hazard down there. 
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The Cuarrman. Well now, for the benefit of the committee, I am 
greatly interested, of course, in that location, but we have now a very 
able gentleman as a member of the committee, Mr. Lennon, who is 
going to pay a lot of attention to the Wilmington location. 

Mr. Mituer. I think you know, sir, that many of us are quite 
sympathetic with you and Mr. Lennon on this subject. We have gone 
down and looked at it. 

The Cuamman. The committee went down and looked it over and 
made its report. 

Mr. Lennon, are there any questions you would like to ask on this 
subject ¢ 

Mr. Lennon. I think not now, Mr. Chairman. 

The Cuatrman. The time is approaching when we must recess this 
meeting. We have not gone through a good deal of what we had 
hoped to accomplish this morning, but I think we have accomplished 
a great deal. The counsel wanted to ask several questions unless 
there are other questions from the members of the committee. 

Mr. Allen? 

Mr. Auten. Mr. Morse, you got through the Lykes contract, and I 
think you mentioned 1 or 2 others. Is there any trend that would 
indicate that lines that were formerly running unsubsidized are now 
coming in for subsidizing contracts on the services that used to run 
free ? 

Mr. Morse. It isnot atrend. Itisanavalanche. I was just going 
to get to that. 

Mr. Auten. Are there trade routes applying for subsidies that were 
unsubsidized heretofore ? 

Mr. Morse. Yes. Out of the Great Lakes is the only area that I 
recall offhand where there have been no previous subsidized opera- 
tions. Of the American-flag lines in the foreign trade I will name 
States Marine, and this is west coast; States Ste: umship ; Isthmian; Is- 
brandtsen; and Waterman. Other than those lines that I have named 
there is Bull Lines, and there may be 1 or 2 other American-flag lines in 
the overseas trade; but are the major ones, and all of them are 
now applying for subsidy. In addition, there is T. J. McCarthy 
who operates out of the Great Lakes, and Bernstein. Bernstein is 
preparing to have a passenger operation transatlantic. There is one 
other line. Matson is also applying for operating subsidy from the 
Atlantic coast to the Far East. 

Mr. Auten. We had quite a bit of discussion over the past few 
years on private financing of construction and the 100 percent guar- 
anty. Is the financing working now so that no Government money is 
required, or is there still a requirement for the Government to guar- 
antee mortgages and supply the money ¢ 

Mr. Morse. We have not gotten into the big building program yet 
but so far Government mortgage insurance is assuring reasonable 
capital for new construction. I will supply the information when I 
uppear here next time but there is a substantial number of mortgage 
insurance applications now pending in Maritime and the banks “and 
the insurance companies are making very substantial amounts of 
money available for ship construction based on this 100 percent 
mortgage insurance. 

Mr. Auten. Would that run in excess of a half billion dollars or 
three-quarters of a billion dollars? 
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Mr. Morsr. It would be in the neighborhood of a half billion dollars, 
I would think. I will have it added up but it will be in that area. 

Mr. Auten. Thank you, Mr. Chairman. 

Mr. Lennon. May | ask one question / 

The CuarrmMan. Yes. 

Mr. Lennon. Mr. Administrator, a few minutes ago you indicated 
that there were 77 ways in the present commere! ial yards and that 
in your opinion that would meet the potential for the expanding ship- 
building industry. I think you said that a few minutes ago. 

Mr. Morse. Yes, sir. 

Mr. Lennon. At the same time you said there was an active in- 
terest by some potential shipbuilders in two of the reserve yards and 
a casual interest in others so that your view with respect to the poten- 
tial of the present commercial yards does not coincide with the ship- 
building industry, does it? How do you reconcile your position and 
the shipbuilding industry position ? 

Mr. Morse. On two bases. One is a matter of competition for the 
business and secondly, it is a matter of existing yards having more 
business than they can accommodate in their own yards and they will 
not let it out to some competitors. They will come in and try to lease 
au vard so that they can retain the business for themselves. 

Mr. Lennon. I wanted your explanation of what I considered : 
statement not being reconciled. 

Mr. Morse. Yes. Some of these ways that are presently inactive 
are in the smaller yards that may not be as competitive pricewise. 

Mr. Lennon. I have another question. Are there 8 or 4 reserve 
vards held by the Maritime Commission? Did you not testify in a 
hearing last summer that there were 4 yards in the reserve status 
and not 8% 

Mr. Morsr. I do not believe so. 

Mr. Lennon. There are 3 on the west coast and 1 on the east coast. 
Is that right? 

Mr. Morse. I am incorrect. I am advised that we have only four 
that are in the Maritime reserve. 

Mr. Lennon. Tell me this, please, sir. How does it happen that 
these yards on the west coast have been able to keep their facilities in 
a fairly modern state of repair and the only one you have on the entire 
east coast has been permitted to get into the condition in which it is? 

Mr. Morse. If I were not from California I would say it was the 
weather. The original installations were more permanent installa- 
tions than at Wilmington. 

Mr. Lennon. The only thing that the Wilmington yard has had is 
a maintenance police force. 

Mr. Morse. That is all the others have had also. 

Mr. Lennon. There has been no work done at the other yards? 
That is to say, there has been nothing done to recondition the facili 
ties, particularly the dockage facilities or keel space / 

Mr. Morsr. Not as far as the dock space is concerned. ‘There has 
been a minimum maintenance staff and expenditure. 

Mr. Lennon. I would like to say for your information that I vis- 
ited that yard about 2 weeks ago and it is a terrific fire hazard to the 
whole Wilmington port fac ility, particularly its oil facilities. 
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Mr. Morse. We appreciate that and wish you would speak to the 
Appropriations Committee on that subject. 

Mr. Lennon. Have you asked for an appropriation? 

Mr. Morse. For the last several years, specifically referring to 
the fire hazard. 

Mr. Lennon. I would be glad to do just that. 

The Cuarrman. Have you finished, Mr. Lennon ? 

Mr. Lennon. Yes, thank you, Mr. Chairman. 

The Cuarrman. That will conclude the hearings this morning. 

Mr. Morse, will it be convenient for you to return at 10 o’clock to- 
morrow morning? 

Mr. Morse. Certainly. 

The Cuarrman. The hearing will stand adjourned until 10 o’clock 
tomorrow morning, when Mr. Boykin will preside. 

(Whereupon, at 11:55 a. m., the committee recessed to reconvene 
at 10 a. m.,on Thursday, February 7, 1957.) 
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THURSDAY, FEBRUARY 7, 1957 


House Or REPRESENTATIVES, 
CoMMITTEE ON MERCHANT MARINE AND FISHERIES, 
Washington, D.C. 
The committee met at 10 a. m., pursuant to recess, in room 219, Old 
House Office Building, Hon. Frank W. Boykin presiding. 
Mr. Boykin. The meeting will come to order. 
Mr. Morse, you may proceed with your statement if you like. 


STATEMENTS OF CLARENCE G. MORSE, MARITIME ADMINISTRA- 
TOR; AND WALTER C. FORD, DEPUTY MARITIME ADMINIS- 
TRATOR—Resumed 


Mr. Morse. One question was asked of me yesterday about the amount 
of money we had requested in our appropriations to demolish the old 
ways at Wilmington. 

In our fiscal year 1956 request we had asked for $116,000 for that 
purpose and it was not approved. Then in fiscal year 1957, we re- 
quested $35,000 to enable our st: aff at the yard to do some of the demo- 
lition work themselves. That $35,000 was approved but we have not 
done the work up to date pending final determination as to what 
disposition would be made of the yard, whether it would be set aside 
to the State down there or whether Maritime would continue to retain 
the yard. 

I mentioned on operating subsidy that we have virtually finalized 
the Lykes contract and that we have pending applications for operat- 

ing subsidy from St: ag: Steamship, States Marine, Isthmian, Isbrandt- 
sei. Waterman, T. J. McCarthy and Bernstein. The last one, Bern- 
stein, is a passenger operation to run in competition transatlantic on 
trade route 8 carrying one class passengers. There are a few details 
to be worked out on the financing of that matter. Otherwise we are 
in position to sign up the operating subsidy contract with them. 

On the mortgage insurance which was discussed yesterday, to date 
we have approved 9 applications for mortgage insurance, 1 on the 90 
percent mortgage insurance basis and 8 on 100 percent mortgage in- 
surance. In addition, we have applications pending from about 2% 
companies for an aggregate of 45 ships for mortgage insurance. 

Mr. Drewry. How many ships did nine applications cover, Mr. 
Morse ¢ 

Mr. Morse. Iam sorry. It was 8 applications and 9 ships. 

Mr. Drewry. Thank you, sir. 

Mr. Morse. On that work that was in the yards which I mentioned 
vesterday, there were 90 ships in the yards and $963 million of work. 
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Mr. Boyxin. How many of those do you think are under foreign 
flags? 

Mr. Morse. I will give you all that information in just a moment. 
]1 was mentioning the figure of 90 vessels with $963 million of work. 
That included 14 conversions so that there were 76 new vessels. You 
are inquiring about how many of those included foreign vessels. 

Mr. Boyxrn. Yes, sir. 

Mr. Morse. 23 vessels. 

Mr. Boyxrn. 23 vessels. Where are they being built, Mr. Morse? 

Mr. Morse. Either building or under firm contract with the ship- 
yards. 

Mr. Borxrn. IT mean at what places in the country ? 

Mr. Morse. Where? 

Mr. Boykin. Where, yes. 

Mr. Morse. You are talking about the foreign building? 

Mr. Boyxrn. I am speaking of ali of the 90. 

Mr. Morse. There are three contracts for Bethlehem, San Fran- 
cisco. Otherwise they are all on the Atlantic coast and gulf. You are 
talking of the aggregate ? 

Mr. Boykin. Yes. 

Mr. Morse. Three are in San Francisco and the rest are on the 
Atlantic coast and gulf. 

Mr. Totiterson. At that point could I ask a question ? 

Mr. Boykin. Yes. 

Mr. Totxierson. I think I already know the answer, but can you 
tell the committee why the bulk of the work is on the east coast and 
gulf rather than on the west coast ? 

Mr. Morse. It is a combination of factors. Price is a very major 
factor. Most of the active yards are on the east coast and gulf and 
they are the more competitive yards. 

Mr. Torierson. Do you mean that it costs more to build a ship on 
the west coast or that they are not able to bid competitively ? 

Mr. Morse. Well, it is a combination of factors there. Again, they 
are not active, going concerns so that they have to pick up their over- 
head in the first several ships to a larger degree than the existing yards 
on the east coast that are able to spread their overhead over more ships. 
Our experience has been that the bids on the west coast on new con- 
struction and major conversions has been in excess of 105 percent of 
the east coast and gulf bids. As a matter of fact, the fact that these 
three tankers were contracted on the west coast was in no small part 
a matter of pressure from Maritime on Bethlehem to place those. on 
the west coast. They talked on the basis of a fairly substantial 
premium for building the tankers on the west coast and after a little 
peer from us they finally agreed to charge 105 percent of the 

bidding of the identical ships on the east coast. 

Mr. 'Totierson. You are saying, in effect, that if there could be 
sustained shipbuilding on the Pacific Coast, they would be in the 
position to bid competitively. 

Mr. Morse. They would be in a better position to bid competitively. 
Whether they could meet the east coast and gulf prices is somewhat 
debatable, but they would be in a better position. 

Mr. Totierson. What is the basis for the difference in cost? 
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Mr. Morse. In part labor and in part the fact that much of the 
steel and many of the components are obtained in the Middle West 
or Eastern States so that the freight factor enters into it. 

Mr. Totierson. Thank you. 

Mr. Auten. Mr. Chairman. 

Mr. Boykin. Mr. Allen. 

Mr. ALLEN. Going a little further on that discussion of the labor 
situation, is there any difference in the labor costs between various 
yards. on the west coast, particularly areas such as Seattle, Portland, 
San Francisco, Los Angeles, and San Diego? 

Mr. Morse. I am not personally qualified to answer that. Mr. 
Hoffman, our Chief of the Office of Ship Construction and repair, 
says there is no appreciable difference in the wage prices. 

Mr. Aten. There is no difference as between west coast ports? 

Mr. Morse. Correct. 

Mr. AuLEN. Thank you, sir. 

Mr. Morse. There is a difference, as I recall, in the drydocking 
charge between California ports and the Northwest. I think Calli- 
fornia shipyards charge more for drydocking than they do in the 
Northwest. That is my recollection and I think it is true. 

Mr. ALLEN. Does this substantial equality in wage cost consist of 
equality of rates or equality of man-hours required for a job? 

Mr. Morse. You are getting into a technical area in which I am not 
qualified to answer. I would be glad to have Mr. Kurfehs, who is in 
charge of our maintenance and repair activities, answer that. I think 
he would be in a much better position to answer that question. If you 
wish to have him brought over, we would be glad to bring him here. 

Mr. Drewry. Mr. Chairman, might I ask a question at that point? 

Mr. Boykin. Yes. 

Mr. Drewry. Mr. Morse, last year there was enacted an amendment 
to title 5, calling for a periodic survey of shipbuilding capability in 
the United States. Could you tell us what action, if any, has been 
taken pursuant to that amendment to law? 

Mr. Morse. We have designated one of our top men in the ship- 
construction office to act in coordination with representatives from 
the Navy Department and they are studying that entire problem. 
They are reviewing the situation in all the existing yards. They have 
not made a formal recommendation to me to date but I know that the 
matter is under active study. 

Mr. Drewry. I raise the question at this time because it seemed to 
me that the questions that were just asked would be part of that study 
and the answers would be material and I wondered what progress 
you had made and when we might expect to hear a report on that. 

Mr. Morse. Admiral Ford is a little more familiar with that be- 
cause he has been on top of it more actively than I have. He may 
have some comments. 

Mr. Forp. The Chief of the Bureau of Ships has been designated 
the Coordinator of Shipbuilding and Ship Repair on mobilization and 
he has a group of, I believe, four people in the Bureau of Ships who 
devote their full time to this particular project. We have assigned 
a man to work with that group and they make a continuing roundup 
of the shipyard activities in conjunction with mobilization plans, and 
to date they have not established criteria as to where they would 
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designate the areas in which the shipbuilding would be placed by the 
Government in order to meet these mobilization requirements. 

Mr. Drewry. Do you mean that you have delegated your responsi- 
bilities under the law that was passed last year? 

Mr. Morse. ene not. 

Mr. Forp. No. 

Mr. Drewry. The amendment says the Secretary of Commerce, 
with the advice of and in coordination with the Secretar y of the Navy, 
shall periodically survey existing privately owned shipyards capable 
of merchant-ship construction, and so on. It sounded to me as if 
what you were saying was that you have assigned someone to work 
with the Navy. 

Mr. Forp. To work with this group and make all of the informa- 
tion which results from the surveys that are conducted available to 
us. 

Mr. Drewry. Then, using that information and such other infor- 
mation as you gain through your own study, you will make a report 
to the Congress ¢ 

Mr. Forp. That is correct. 

Mr. Drewry. Thank you, Mr. Chairman. 

Mr. Totiterson. Mr. Chairman ? 

Mr. Boyrxrn. Mr. Tollefson. 

Mr. Totierson. Under the 1936 act the Maritime Administration 
has some authority to allocate ship construction to the west coast. 

Mr. Morse. That is correct. 

Mr. Touterson. There are some limitations upon that authority; 
are there not ? 

Mr. Morse. Yes, sir. I think it has to be done with the approval 
of the President upon a certification that it is required in national 
defense. 

Mr. Totierson. Are there some further limitations? 

Mr. Morse. I would have to take a look at the statute. I do not 
remember offhand. 

Mr. Totierson. There is a differential. 

Mr. Morse. Well, you are talking about another phase of it. You 
are talking now about the bic lding for west-coast operators. 

Mr. To.Lerson. That is right. 

Mr. Morse. For ships to be built on the west coast. 

Mr. Touierson. That is right. 

Mr. Morse. There is a 6-percent differential in favor of the west- 
coast yards if the vessel is to be operated off the west coast by a west- 
coast company. 

Mr. Totterson. If the legislation were expanded to include all ships 
that were built by the Gov ernment or under the subsidy program, you 
could allocate a percentage, could you not, if you wanted to do so? 

Mr. Morse. If it included all vessels to be built I do not think the 
allocation would be necessary because I think the 6-percent spread 
would be sufficient spread to enable the west-coast yards to be competi- 
tive in almost every situation. 

Mr. Totzierson. That is what I was getting at. We have gone along 
over the years since I have been here with the thought in mind that a 
certain number of shipyards in being with a nuc leus group of skilled 
workers was necessary in the national defense, but normally the west 
coast yards do not get much construction and as a consequence the 
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situation which you mentioned earlier arises where they get so little 
work that, when they do bid on 1 or 2 ships, they have to include in, the 
cost of that ship or those ships the expenses of maintaining a nu- 
cleus group in the yards before they ever build a ship, I am won- 
dering if it would not be in the national interest to expand the law 
to include all ships built with Government money so that there would 
be an opportunity for the yards on the west coast to be as active 
as those on the east and gulf coasts. 

Mr. Morse. I think a thor ough study of the problem should be made 

before either you or I, either ‘of us, makes a hasty conclusion. My 
recollection of comments made by Admiral Mumma—who is much 
better informed on west coast new construction costs than we are be- 
cause they have much more work out there—is that he has told me 
that, as I recall, the Puget Sound Bridge & Dredging Co. underbid 
the entire country on several vessels. If my facts are correct, it would 
uppear that there might be less need of the 6-percent differential on 
all ships so that I think it should be explored fully before any con- 
clusion is arrived at. 

Mr. Totuerson. We have generally accepted the conclusion that it 
costs more to build ships on the west coast than it does elsewhere 
because of labor costs and freight differentials. Have we been mis- 
taken in this conclusion ¢ 

Mr. Moxrsr. In our experience in Maritime it has cost more. What 
J am reporting is a comment made to me by Admiral Mumma and 
I think, with the larger experience that the Navy has had, they should 
be given an opportunity to inform the committee on what their ex- 
perience has been. 

Mr. Tortxrson. As I understand the practice of the Navy, they do 
maintain naval yards on the west coast as well as the east coast and 
they allocate construction of naval vessels to area yards without 
necessarily taking the lowest bid, if you can put it that way. They 
just assign work to the Bremerton Naval Yard because they want to 
keep that yard in being and active and with a crew of skilled work- 
ers there; 1s that not true / 

Mr. Morse. That is my understanding. 

Mr. ‘Totierson. Well, if the merchant marine is as important to our 
national defense as the Navy, and I for one think that it is, would it 
not be a good policy in the interests of national defense to follow a 
practice similar to that followed by the Navy? 

Mr. Morse. I agree in principle with you that it is necessary that 
we have an active commercial shipyard industry on the west coast, 
which we do not have at the present time, but whether I would go 
along with a 6-percent premium on all our replacement program 
would require more thorough study than I have given to it at the 
moment. 

Mr. Totierson. Do you think the provisions of the present law are 
sound which authorizes you to allocate ship construction to the west 
coast in the event that the ship is to be operated by a west coast oper- 
ator in the Pacific area? You feel this is sound; do you not? 

Mr. Morse. I have no quarrel with that at all and we have lived 
with it. The two major conversions by Oceanic of the Mariposa and 
Monterey were done by the W illamette yard in Portland. It was 
nip and tuck whether the Maryland bid or the Willamette bid should 
have been the one to have gotten the bid. 
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Mr. Toxierson. I remember the occasion. I think the Maritime 
Board decision and yours was a correct one. I was happy to see the 
work awarded to the west coast yard but that was in pursuance of the 
Jaw which provided for the differential being taken into considera- 
tion. Now, you not only followed the law, as I understand it, but 
you thought that that was a sound thing to do. 

Mr. Morse. Yes, sir. Otherwise I would not have done it, sir. 

Mr. Toiierson. But you are not at this point prepared to say that 
we might or should go even further than the present law permits. 

Mr. Morse. I think it should be studied more carefully than just a 
casual conversation between us at this time. 

Mr. Martiarp. Will the gentleman yield at that point? 

Mr. Totierson. Yes, 

Mr. Mamuiarp. Of course, under the law we enacted in the last 
Congress they can go beyond this 6 percent feature if they make the 
determination that the national defense requires it. They can allo- 
cate any vessel to any yard in the country under the provisions that 
we enacted last year. 

Mr. Arren. That is with the President’s approval. 

Mr. Mariuiarp. If the President approves it. 

Mr. Totiterson. And irrespective of whether the differential is 
6 or 10 percent. 

Mr. Mariurarp. That is right. 

Mr. Totzierson. Under the law which we discussed previously, on 
further study do you plan to utilize that study for the purpose of 
forming some basis for a decision on your part with respect to the 
allocation of ships out to the west coast ? 

Mr. Morse. We certainly will. I think that was the purpose and 
intent of the legislation that we be directed to take those factors into 
consideration. 

Mr. Toriterson. Thank you, Mr. Chairman. 

Mr. Roseson. Mr. Chairman ? 

Mr. Boyxrn. Mr. Robeson. 

Mr. Roseson. [ understand my colleague's concern in this matter, 
but I happen to be on the east coast so that I would like a little informa- 
tion. Does the Government bear the differential cost on the ships that 
are built for private companies in which the companies also have costs? 
Is that part of the cost that is borne by both ¢ 

Mr. Morse. You are referring to the 6 percent ? 

Mr. Rosrson. The differential cost. 

Mr. Morsr. That 6 percent is picked up by the Government. 

Mr. Rosrson. That was my understanding, so that the building 
company is not concerned in that cost, with the differential cost; is 
that correct? 

Mr. Morse. That is correct. 

Mr. Rosrson. Then if it was a higher cost or a lower cost we would 
assume that that would be a Government expense; would it not ? 

Mr. Morse. We pay the excess above the highest competitive east 
coast or gulf coast bid. 

Mr. Rorrson. That was my understanding. I must say that I 
commend the chairman’s basis of establishment of policy on fact rather 
than theory and assumption. Then the Navy allocates the whole thing 
at the Government cost. It is their job so that the whole problem is 
their problem. In this the owners are concerned with where a ship 





| 


re 


Eee 


CURRENT MERCHANT MARINE PROBLEMS 37 


is built and what kind of ship. The owner is responsible for accepting 
the ship; is that right ? 

Mr. Morse. Yes, sir. The owner is very definitely interested as to 
where his ship is to be built ? 

Mr. Roseson. I would assume so. Thank you. 

Mr. Morsr. Newport News is favorably treated in that regard by 
most.owners too, 

Mr. Rosrson. Well, I hope it will continue to be. 

Mr. Totierson. Speaking of policy, the gentleman from Virginia 
in years past probably has been largely responsible for the fine record 
that the Newport News yard has made and I would guess that, be- 
cause of his work, Newport News is able to bid very competitively 
with anybody. 

Mr. Rosrson. Well, I appreciate the nice comment, and I am very 
sympathetic to the west coast situation, I might add. 

Mr. Morse. If we move along, I propose next to comment briefly 
about our chartering program. By chartering, 1 mean making ships 
uvatlable from our reserve fleets to private operators either for cariage 
of Government-sponsored cargoes to the berth lines or for carriage of 
bulk cargoes generally. We have had a number of hearings before 
the Board during this last year and it was developed in those hearings 
that there is a shortage of American-flag tonnage available not only 
for Government-sponsored cargoes but also for vessels to carry bulk 
cargoes generally in the berth trades. As a result of a number of 
hearings, the Board authorized the breakout of an aggregate of 212 
vessels, both Liberty- and Victory-type vessels. Of that 212, alloca- 
tions have been made of 125 vessels and by allocation I mean that a 
named company has been allocated or awarded a named vessel and 
we have a charter between the company and ourselves covering that 
specific vessel. 

Of those 125 vessels 47 are now in operation and 73 are now under- 
going reactivation. 

These Board hearings are called dockets. We have had a number 
of them. One was for 3 vessels to be operated in the intercoastal trade. 
Another was for 5 vessels to be in the Lykes berth operations. Another 
was for 15 vessels to Isbrandtsen to carry coal primarily to France, 
and there was another one for a liner operation and a couple for carry- 
ing of grain. Then there was an authorization of 30 to American 
Coal Co. That is 30 Libertys to American Coal Co. to carry coal 
between here and the Continent. On these that 1 have mentioned so 
far the number of vessels which are in fact allocated may not necessar- 
ily coincide with the number of vessels which are authorized, for a 
number of reasons. For example, on the Isbrandtsen deal we au- 
thorize 15 but only 6 were made available to Isbrandtsen because we 
conditioned the breaking out of vessels to Isbrandtsen on the nonavail- 
ability of privately owned American-flag vessels to come in and offer 
their ships to the French coal import. American-flagships in the num- 
ber of 9 privately owned were made available so that we only broke 
out 6. 

On the American Coal Co., which I would like to speak about briefly, 
the Board authorized 30 Libertys. We allocated 6 of these vessels to 
the American Coal Co. That is a company which was set up with 
a very substantial capital, authorized $50 million and somewhere in 
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the neighborhood of $5 million or more paid in. It was set up by a 
couple of the coal-carrying railroads. The coal miners union .and 
1 or 2 steamship companies participated in the deal. After we allo- 
cated these 6 ships to the coal company, the coal company negotiated 
union contracts for the unlicensed personnel with NMU, Nation: al Mar- 
itime Union, and the licensed personnel, both deck and engine, with 
district 50, which is an affiliate of the coal miners union. 

By the way, one of the locals of district 50 presently provides the 
licensed personnel for the United Fruit Co. and for American Export 
Co. so that they have been in the overseas trade. As a result of the 
signing of the contract with district 50 the vessels which had been 
allocated to American Coal Co. were picketed by Masters, Mates and 
Pilots and MEBA, I believe it was, on the premise, I assume, that those 
two latter unions felt they were being unfairly treated by the Ameri- 
van Coal Co 

Representations were made to me by Masters, Mates and Pilots and 
MEBA that I, as Maritime Administrator, was being unfair to them 
in allocating these ships to the American Coal Co. because they were to 
be manned by the district 50 personnel. 

My position to them and to Mr. Lundeberg who came back to see me 
asserting that the coal company was also being unfair to the SIU union 
in that the members of the SIU were unable to obtain employment 
on those ships, my position to both Masters, Mates and Pilots, MEBA 
and SIU was that I did not consider it my activity in any respect to 
have anything to do with problems between labor and management, 
that that was entirely for some other agency of the Government. In 
any event, we in Maritime have been picketed for the last couple of 
months by the Masters, Mates and Pilots and MEBA. In addition, 
when the ships were taken to the shipyards, one in Brooklyn and an- 
other in Savannah, the shipyards have been picketed and as a result 
no repairs have been effected on three of the vessels. On several of 
the vessels that have been in Baltimore the repairs have proceeded 
because of injunctions which have been issued preventing picketing. 
I am merely reporting what the facts are, not asking sympathy but 
just to indicate why those vessels have not been made available to the 
coal company and have not been carrying coal on a sound commercial 
basis. I have told the coal company that unless and until they can 
establish to me satisfactorily that they can operate in a normal man- 
ner without running the danger of tying up the entire waterfront I 
will not aliocate any additional vessels to them. 

Mr. Borxrn. Did I understand you to say that the people who 
bought these ships were coal companies and labor unions? 

Mr. Morse. They did not buy them. They were chartering them 
from us. The American Coal Co. is a company established with five 
shareholders, I believe. The John L. Lewis union, the coal miners 
union, is one. The Chesapeake & Ohio Railroad is one. There are 2 
railroads as shareholders and 1 or 2 steamship companies are also par- 
ticipating. 

Mr. Boykin. The unions are picketing the unions now. 

Mr. Morse. In effect, ves, sir, and incidentally they une picketing us. 

Mr. Boyxrn. Do you think that you can work it out? Where does 
the coal go? 

Mr. Morse. It goes to the Continent, France and Germany. 

Mr. Boykin. None of the ships have been completed yet ? 
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Mr. Morsr. One has been completed at Baltimore and the other 1 
or 2 in.the Baltimore yards are nearing completion. The coal com- 
pany also bought one vessel which they have sailed on the second voy- 
age recently, having succeeded in getting the ship loaded by means 
of an injunction. 

Mr. Boyxrn. I wonder why the people in Savannah cannot make 
the same arrangements that they made in Baltimore. What is the 
difference ? 

Mr. Morse. It is my understanding that the repair yard unions in 
Savannah refuse to work the ship. T hey consider it to be a hot ship. 

Mr. Boykry. A hot ship? 

Mr. Morse. Yes, sir. 

Mr. Boykin. That is, John L. Lewis’ company is being picketed ¢ 

Mr. Morse. This coal company is being picketed. 

Mr. Boyri. Well old John will handle it if you do not watch out. 

Mr. Morse. I hope it can be settled. 

Mr. Boykin. I do, too. 

Mr. Morse. In addition, we have had several other dockets. The 
major ones, and I will only refer to them, are that we authorized the 
breakout of 30 ships primarily on the west coast for carriage of Gov- 
ernment-sponsored cargoes primarily to India and Pakistan. All of 
those ships have been allocated ; 24 of them are operating and 4 of them 
are in the process of being reconditioned. In addition, the Board 
approved the allocation of 40 vessels for carriage of Government- 
sponsored cargoes off the Atlantic coast and the gulf primarily for 
grain to Yugoslavia and Turkey. Of those 40, 34 are presently being 
reactivated and 2 are now on hire or operating. 

In addition, the Board approved the charter of 50 vessels for carry- 
ing general bulk cargoes which would be primarily coal and some 
commierc ial grain. Of those only 10 allocations have been made and 
3 of those are operating. Those are mostly Liberty ships. I will 
come to our reactivation problem primarily affecting Liberty ships in 
a moment. 

In addition, in docket M74 the Board approved a breakout of 7 
vessels entirely to berth operators for carrying of berth cargoes; 15 
of those are in the process of being reactivated at the present time 
but none of them is yet on hire. 

In the last session of the Congress we were authorized to use our 
revolving fund for the purpose of paying the breakout and layup ex- 
penses of vessels which the Board approved for charter. We had 
«about $24 million in our revolving fund. We had initially assumed 
that the breakout and layup expenses of these vessels would be in the 
neighborhood of $150,000 each but the costs are going up and our ex- 
perience now is that the Libertys cost us about $230,000 per vessel for 
the breakout and layup expense, and Victorys cost us about $250.000. 
We established what we deemed to be fair and reasonable basic char- 
ter hire for bareboat charters of vessels some months ago under which 
we collect $127,000 basic charter hire per year for a Liberty, about 
$185,000 a year for an AP-2 Victory and $200,000 for an AP-3 
Victory. 

From this picture it would epee that we are losing money very 
rapidly but that is not quite the fact as I will explain in a moment. 
We had in the neighborhood of 15 or 18 Victorys owe h were in oper- 
ating condition so that we had a nominal reactivation e xpense for those 
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Victorys. They were vessels which had been used by MSTS in the 
Dew line operation and reconditioning those vessels cost us about 

$500,000 so that all of the revenue from those was v irtually net revenue 
to us. 

Incidentally, we have chartered all of these vessels on the basis that 
the charterer may not cancel in less than 1 year unless he pays us the 
full year’s charter hire. We retain the right to terminate the charter 
on 15 days’ notice at any time and if we elect to terminate short of the 
| year period the charter hire payable is only the amount accrued to 
the date of termination of the charter. 

Getting back to this expense situation, I can go into the details if 
you are interested, but according to our estim: ites our revolving fund 
will be short $916,600 at the expiration of 1 year’s operation of these 
125 vessels that have been allocated. 

Mr. Boyxin. That is about a million dollars. 

Mr. Morse. That is just about a million dollars. 

Mr. Borxrn. I do not think that is so bad. 

Mr. Morsg. That, I think, is a favorable picture. 

Mr. Boyxry. You will have your boats ready in case we should really 
and truly need them. 

Mr. Morse. The vessels will be in operating condition. They will 
have crews employed on 125 American-flag vessels. A major factor 
which I cannot factually prove, but I think there is no question that it 
is a fact, is that we have been able to stabilize freight rates in the inter- 
national trade by breaking out these vessels. We have established a 
fair and reasonable ceiling on rates for Government-sponsored car- 
goes by privately owned vessels and the rates for carriage of Govern- 
ment-sponsored cargoes on these chartered vessels is tied into that 
same rate. Accordingly, to the extent that American-flag vessels are 
available to carry Government-sponsored cargoes, the foreigners must 
also not exceed that rate. Otherwise they do not get the business. It 
has been a deterrent on the rise in the international freight market 
and I am sure it has saved the Government many millions of dollars as 
compared with this nine-hundred-thousand-odd loss which we may 
experience. 

Mr. Boyx1n. When will you get your $900,000 back? Will you get 
it next year ? 

Mr. Morss. Yes; if the charters are continued they will continue on 
the same annual charter hire so that at the expiration of next year it 
will be thereafter clear revenue to us and we will be substantially a ad 
of the game, assuming that the vessels are continued beyond 1 year. In 
addition, we have a recapture clause which enables us to collect 50 per- 
cent of the net profits during this first year over and above, as I recall, 
i0 percent on their c apital necessarily employed so that we have a 
fair opportunity of being reimbursed in full even during this first 
year’s oper ation. 

Mr. Totitrrson. Could I ask a question there ? 

Mr. Boyx1n. Mr. Tollefson. 

Mr. Totzerson. Your action in fixing fair and reasonable rates has 
resulted from the 50-50 law ; has it not ? 

Mr. Morsg. Yes, sir. 

Mr. Toxtierson. In other words, you were directed under the 50-50 
Jaw to set fair and reasonable rates. 

Mr. Morse. That is correct. 
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Mr. Touierson. Had it not been for that provision of the 50-50 law 
the rates, particularly of foreign-flag ships in this period when there is 
a shortage of cargo space, would have been much higher than they are ‘ 

Mr. Morse. I do not think there is any question about that. I think 
that is proven by the fact that commercial rates are higher than our 
Government-sponsored cargo rates in many instances. 

Mr. To.terson. With the Government paying the freight on Gov- 
ernment-sponsored cargoes, your action has resulted, without any ques- 
tion, in a saving, as you have said, of dollars to the Government. 

Mr. Morse. Yes, sir. 

Mr. Atten. Will the gentleman yield? 

Mr. Totierson. Yes. 

Mr. Auuen. In saving the millions of dollars does it make any more 
dollars available to the Commodity Credit Corporation for the sales 
transactions of their commodities ? 

Mr. Morse. Yes, it does. 

Mr. Auuen. Or does it really mean that the cost is greater but the 
excess cost is paid for in currencies ? 

Mr. Morse. No; to the extent that the ICA or Agriculture pays 
dollar funds, it is my understanding that that reduces the amount 
of funds available for purchase and sale foreign of surplus grains and 
products. 

Mr. Auten. That does not quite answer the question I have in 
mind, I believe. 

Mr. Morse. Let me put it this way: It is my belief and I may be 
wrong in assuming that ICA has a billion dollars available for freight 
and disposal of commodities. To the extent that the freights reduce 
the billion dollars there is to be that much money available for the 
purchase in the United States of surplus commodities for export. 

Mr. Auzen. Is that true if a part of the billion dollars is in coun- 
terpart funds of foreign currency which cannot be used except to 
pay for shipping on foreign-flag ships ? 

Mr. Morse. Maybe Mr. Sullivan can answer this better than I. 
Well, I am not sure Mr. Sullivan answers it to my satisfaction. 
I would rather submit a statement for the record of how it works out. 

(The information referred to follows :) 


EFFrect OF INCREASED FREIGHT RATES ON GOVERNMENT-SPONSORED CARGOFS 


All the Government agencies are affected financially by the increased freight 
rates. The extent of this influence varies according to the flag of ships ( United 
States, recipient, or third flag), the practice of the particular agency, and 
whether the traffic is inward or outward. 

Freight on United States flag vessels normally represents a charge against the 
budgets of the United States Government agencies, i. e., Agriculture, Inter- 
national Cooperation Administration and General Services Administration, 
whether traffic is outward or inward. 

Freight on recipient nation ships in the outward programs of Agriculture and 
ICA is always for account of the receiving nation and the increased rates on such 
vessels do not affeet the budgets of these agencies. sy contrast, when inward 
movements of GSA are shipped on vessels of so-called recipient or supplying 
nations, any increase in freight rates affects GSA since that agency as importer 
is paying the freight, whether as a separate item or as part of the delivery price. 
There are some programs in which the inward freight is paid by counterpart 
funds, but these are of limited volume and it is reported that almost the entirety 
of the total inward freight bill is paid by GSA. 

With reference to third flag vessels there is a difference in policy as between 
Agriculture and ICA. Agriculture’s policy contemplates that outward freight 
or any foreign vessels will be paid by the recipients. Yugoslavia is presently an 
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exception to the rule. By special agreement Agriculture is paying freight in 
dollors on third flag vessels since the recipients are unable to finance foreign 
tiag shipments. But, in most cases Agriculture’s budget is not affected when 
third flag vessels are used for export cargoes. 

In the case of ICA it has been that agency’s policy for some years to allow 
ships of the member countries to earn dollars when carrying ICA cargo to other 
member countries. This still applies with the result that a considerable portion 
of ICA’s export shipments on third flag vessels are a charge against the ICA 
budget. In fact, in view of the firm freight market many owners who previ- 
ously accepted soft currency are now insisting upon dollars or other hard cur- 
rency and this has increased the payment of dollar freights for third flag vessels 
by ICA. 

As regards any inward movements of GSA on third flag vessels, the freight is 
for account of GSA budget for the same reason given above in discussing ship- 
ments by so-called recipient or supplying flag vessels. 

It may be added that the programs of Agriculture include inward movements of 
strategic materials obtained by barter of agricultural produce. Any increase in 
freight rate affects the Department of Agriculture since that agency as importer 
is paying the freight, whether as a separte item or as part of the delivery price. 

Counterpart funds.—In the outward programs of Agriculture and ICA when 
freight is paid in dollars the recipients deposit local currency as counterpart 
funds up to the amount of what is determined to be the foreign flag freight rate. 
Both agencies agree that the differential between United States flag and foreign 
flag is considerably less than normal at the present time and in some trades 
rates are more or less on a parity. It follows that where the Government 
agencies are paying outward freights in dollars, they are receiving, in the present 
market, counterpart funds in an amount almost equal to the dollar freight bill. 
However, it must be recognized that in the mutual security program of ICA the 
amount of the counterpart actually used by the United States is very small, 5 
percent, 10 percent or more, depending on the particular agreement, the balance 
being applied for the benefit of the foreign nation. Under the title L, Public 
Law 480, surplus disposal program of Agriculture, a considerable portion ‘of the 
foreign currency received is loaned back to the foreign country on a long-term 
basis. It is understood that up to the present time over 60 percent of the foreign 
currency received is expected to be used for this purpose. 

Summarizing by principal agencies.—IOA’s budget is particularly affected in 
view of the dollar financing of outward freight on United States and third flag 
vessels, also the fact that ICA finances some freight in the Agriculture program. 
ICA mentions informally that some liner rates are up 10 percent to 20 percent, 
some tramp rates even more within the last year and that with a tramp program 
of 2.4 million tons and @ comparable liner program this means a substantial 
inc rement of several million dollars in their freight budget. 

Agriculture’s budget is affected by the increased rates on outward cargo in a 
manner comparable to ICA except that Agriculture is not much involved where 
third flag vessels are used. Agriculture is also affected by increased freight 
on inward cargoes obtained by barter, whatever flag vessel is used. 

GSA’s budget appears to be affected by almost all inward movements regard- 
loss of the flag of vessel since GSA as purchaser is paying the freight either sepa- 
rately or as part of the purchase price. Substantial rate increases have been 
mentioned in connection with imports of manganese ore from India, also chrome 
and manganese shipments from southeast Africa. GSA also reports increased 
freights on coal shipped outward to Korea but such movements are handled for 
account of ICA and are chargeable to the ICA budget. 


Mr. Auten. The specific question I want to get answered is whether 
it is proper for one of us to say on the floor of the House that the 
50-percent law has forced the use of American ships, that the Mari- 
time policy of breaking out new ships if the rate goes high has af- 
ore the entire freight- rate market of the world and that the result is 

‘easonably to expect, that there is more money for the purchase of 
fave products in this country than there would have been without 
the 50-percent law. 

Mr. Morse. I think that I can answer that affirmatively but I 
would like to supplement it for the record. I think I can prove to 
vour satisfaction that that is the fact. 
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Mr. Tetierson. Now then, is it my understanding that your fixing 
of the fair and reasonable rates has actually made some of the ship 
operators a little unhappy because they realize that, were it not for 
that, they could charge more? 

Mr. Morse. Very definitely. They were unhappy with what we 
call the fair and reasonable rate. For your information, we con- 
sidered the equity that the operator had in his privately owned ship. 

We also took into consideration the amount of cash that he had to 
use in operating the vessel. We also took into consideration the in- 
terest he paid on his mortgage. We averaged the mortgages over| 
many vessels. Obviously you cannot make a rate for one “vessel and 

. different rate for another vessel. Then we determined what would 
be their normal voyage expenses. We did not do that arbitrarily. 
[ want you to appreciate that. We called in people from industry to 
doublecheck everything we did to establish to our satisfaction that we 
were not being either ‘unfair to industry or unduly fair to the Gov- 
ermment. In addition to all of these operating expenses and voyage 
expenses we added on a profit factor, which was 10 percent after taxes. 
Now, the reason we selected 10 percent after taxes is because that is 
the profit factor which is spelled out in the 1936 act for subsidized 
vessels. Then we came up with a figure which we used as the basis 
for setting what the voyage rates would be for carrying of grain or 
what have you between various ports. Now, some of the operators 
were unhappy with that figure. Some of them thought they should 
be entitled to a greater profit factor, but we thought it was a fair and 
reasonable profit in view of the fact that the Government was guaran- 
teeing to these operators a quantity of cargo. Now, when we came 
to setting what would be a fair and reason: able charter rate for charter- 
ing vessels out from the Government, we directly related the fair and 
reasonable rate that we had established for the owners of private ships 
to the bareboat rate which we would charge if we chartered the vessel 
out to the operator. In other words, we felt that if the Government 
set. a ceiling for the earnings of the operator on his private ship, the 
(;overnment should be willing to charter out on a directly comparable 
basis and that basis, by the way, we satisfied ourselves, was within 
the statutory authority as being not less than the world market value 
for that type of vessel for that type of trade. 

Mr. Totierson. I have just one other question. As a matter of 
history, is it not fair to say that, were it not for the existence of 
een ships, the foreign operator would charge what the 

iffic would bear and would have run the rates sky high just as they 
did in. previous times in history? I am thinking particularly of one 
experience where they ran the rates up 1,100 percent. 

Mr. Boykin. Tell us about that one. 

Mr. Toutterson. That was in World War I, just before the war 
broke out. We had no ships of our own and the foreigners just 
gouged us, and the records show that out of New York the rates on 
cotton, particularly, went up 1,100 percent. 

Mr. Morse. There is no question in my mind but that the availabil- 
ity of these laid-up ships and the breaking out of these laid-up ships 
has been a deterrent on the rise in the international market and also 
there is no question in my mind but that the foreigners would have 
charged us all the traffic would bear. 
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Mr. Totierson. Just going one step further and then I shall cease, 
that experience which I mentioned also had the effect of cutting the 
price of cotton on the world market by 50 percent roughly. I do not 
know whether you remember that but that is a fact also. 

Mr. Morse. I do not know whether that is a fact. 

Mr. Totterson. That is all, Mr. Chairman. 

Mr. Gross. Mr. Chairman, might I make one observation / 

Mr. Boykin. Mr. Gross. 

Mr. Gross. I have no quarrel, Mr. Morse, with your reasonable 
rates based on costs plus 10 percent, but 1 wish we had a Department 
of Agriculture and a Secretary of Agriculture willing to support 
similar treatment for farmers. 

Mr. Morse. Mr. Gross, just for your information, in 1954, when 
we were approving foreign transfer of American Liberty ships, some 
of those vessels had been laid up without employment for at least 
9 months, many of them, and they were all losing money 

Mr. Gross. I have no quarrel with it. I would just like to see 
the good things of life spread around to the farmers on that same 
basis. 

Mr. Atzen. I am not sure that you have the picture exactly right, 
Mr. Gross. In this case the Government takes back 50 percent if 
they make that 10 percent. 

Mr. Gross. What do they make over and above their costs‘ [say 
I have no quarrel with this formula whatever. I would just like to 
see it spread around to farmers on the same formula. I do not want 
to pursue the point. 

Mr. Auten. My point was that in the subsidy business with ships, 
which I think is different from any other subsidy program, if the 
owner makes a 10-percent profit on his investment, from that time 
on he pays back to the Government 50 percent of everything he makes, 
which is different from any other subsidy. 

Mr. Gross. I am sure the farmers would accept that. 

Mr. Boyxin. Do they ever pay any back. 

Mr. Morse. We frequently had recapture on our charter-recapture 
provision, but on this present group that we are breaking out we 
cannot determine it. 

Mr. Boykin. Here is a new member. 

Mr. Santancevo. I did not want to ask a question, but you forced 
me to it. I want to know how you arrived at the rates which you con- 
sider to be reasonable. I wonder how you fixed a rate which you 
say is reasonable. 

Mr. Morse. Most of these Liberty ships are 8 years of age on the 
average. 

Mr. Boykin. Eight years / 

Mr. Morse. Yes, sir. That is the average age. Most of them have 
been owned on the average of 8 years. Let us put it that way. They 
had a down payment of $136,100. They have made 8 annual mort- 
gage payments totaling $220,400, with a total of those 2 of $856,500. 
All of these vessels or most of them have been mortgaged to the Gov- 
ernment and we have established minimum working capital require- 
ments. On a Liberty vessel that amount is $103,518, so that they have 
« total equity invested including working capital of $460,132. Then we 
said that we thought that if they made 10 percent on their capital 
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employed after taxes that would be a fair return to them. Ten per- 
cent is $46,013, and a provision for Federal taxes at 52 percent would 
be $49,847, so that the profit desired to effect that 10 percent return 
would be $95,860. Their operating expense annually was $496,970; 
overhead, $60,050. 

Our overhead is the average of, I do not know how many, but cer- 
tainly in excess of 100 operators of Liberty ships, the records that we 
have in our own office. Interest on the unpaid mortgage would be 
$11,206 per year. Normal depreciation would be $32,035 per year; 
voyage expenses, including brokerage, $14,000; total, $614,261 ex- 
penses. Adding to that $95,880 to include taxes and desired net profit 
was a total of $710,121. Now the experience has been on all vessels 
that they are laid up for approximately 30 days a year in repairs, 
unemployment, annual surveys, and things of that sort. Therefore, 
on a 335-day employment the revenue would be $2,120 per day, or on 
a monthly basis would be $63,600. That was the basis on which we 
arrived at a fair and reasonable ceiling for charter hire for privately 
owned American-flag vessels. 

Mr. Santrance.o. In other words, we would have to obtain the 
$63,000 a month in order to arrive at that 10-percent profit. 

Mr. Morse. That is correct; and we would not approve a rate for 
Government-sponsored cargo which was in excess of that monthly 
charter hire. 

Mr. SanTanceLo. You would divide the $63,000 figure by the num- 
ber of feet of storage and come out at a figure for a square foot ? 

Mr. Morse. No, sir. All of this Government-sponsored cargo is 
carried on what they call voyage charters. What the mechanics are 
of converting a time charter rate to a voyage rate I am unable to 
explain, but there is a direct conversion. 

Mr. SanTanGeo. In other words, you have to bring in $63,000 per 
month for a particular ship. 

Mr. Morse. If a specific voyage; yes, sir. This is the ceiling rate 
that we established on many cargoes to many ports of export and 
destinations. 

Mr. SantaNncevo. And it was your assertion that by computing it at 
$63,000 per month that other ships in foreign countries were figuring 
their rates at a figure which was comparable to the $63,000 figure. 

Mr. Morse. In order for them to get contracts to carry on the for- 
eign-flag 50 percent of Government-sponsored cargoes they would have 
to meet these rates. Otherwise American-flag vessels would pick up 
the cargo themselves. 

Mr. SanTANceLo. In view of what Mr. Tollefson said before as 
to the percentage of increase if we let it run right we would be charged 
then perhaps about $125,000 or $250,000 per month for that particular 
ship. 

Mr. Morse. I could not guess, but I do know that commercial-time 
charters of Liberty ships have gone substantially in excess of $63,000 
per month. 

Mr. Santancewo. Thank you, sir. 

Mr. Boykin. Mr. Morse, this is a new member. He has a good 
name. He is Congressman Santangelo, from New York. This is his 
first question. He is going to ask a lot of them. He was in the legis- 
lature for many, many years. By the way, Congressman Robeson, 
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Congressman Young, and Congressman Gross have had to go to an 
org ganization meeting of the Post Office Committee. They have not 
started yet so that we are getting a good start. I hope they do not 

‘aise the stamp price by 5 ‘cents ‘today. Congressman Santangelo is 
on the same committee and is going to go, too. I think he is going 
to make a great member of this committee. 

We are very glad to have you here with us. 

Mr. SAnTANGELO. I am glad to be here. 

Mr. Boykin. I want to say one thing. He looks like a Congress- 
man. 

Mr. Santancewo. I do not know what standard you are using. 

Mr. Boyxrn. Go ahead. 

Mr. Morss. It will be of interest to the committee to know that 
there have been a few additional passenger vessels under American 
flag placed in operation in recent months. There have been the 
Mariposa and Monterey by Oceanic Steamship Co. that will operate 
from San Francisco to Australia; the Leilani which will operate from 
San Francisco to Honolulu; the Matsonia which is just now finishing 
her conversion at Newport News which will operate from C alifornia 
to Honolulu; and the President Hoover which was formerly the steam- 
ship Panama, owned by the Panama Railroad Company which has 
been acquired by American President Lines and is being operated from 
California to the Far East. 

As we mentioned to this committee last session, we are proceeding 
with steps which we hope will result in a replacement for the steam- 
ship America. The bids for that replacement, which will be a dupli- 
cate of the steamship United States, will be opened the end of Feb- 
ruary and when those bids come in we will again appear before this 
committee and discuss with you what the problems are which are con- 
fronting not only the Government but also the operator, if a replace- 
ment of the America is to be built. 

House Report No. 2939 on freight forwarding: eight recommenda- 
tions were made. 

One is that the Bland Forwarding Act be repealed. Maritime 
concurs in that recommendation and, as I recall, I believe a bill has 
been introduced which would have the effect of terminating that act. 

Second, it was recommended that Maritime continue to furnish 
lists of forwarders to Government departments, lists of forwarders 
who are in good standing with Maritime to the various Government 
departments that employ forwarders. 

We have done that and we are continuing to do so. 

Third, that departments engaged in exportation of aid cargoes 
require a certification that facilities and personnel ef their depart- 
ment are not suited to perform the forwarding services. That does 
not apply to Maritime, but we believe it is a reasonable requirement. 

Four, that departments engaged in exportation of aid cargoes, 
when utilizing private freight forwarders, pay fair value duvater 
for their employment. Maritime concurs in that view. 

Fifth, that Federal Maritime Board study the effects of the de- 
cision, Agreements and Practices Pertaining to Brokerage and Re- 
lated Matters, Docket No. 657. We have studied that and we are in 
the process at the present time of drafting proposed revised rules of 
our General Order 72 which would, we believe, alleviate some if not 
most of the objectionable conditions which heretofore existed. 





| 
| 
| 





i 








CURRENT MERCHANT MARINE PROBLEMS 47 


Six, that a bill be introduced to license foreign-freight forward- 
ers. A bill has already been introduced and our recommendations 
on H. R. 479 are now in process of being prepared. 

Seven, that Federal Maritime Board formulate rules and regula- 
tions for registrants, freight-forwarder registrants. They also are 
being prepared in Maritime and not only these but also the revision 
of General Order 72 should be forthcoming within 60 days, I would 
think, at the outside. 

Eight, that chairman, Federal Maritime Board, report on enforce- 
ment of section 16, Shipping Act of 1916, in respect to freight for- 
warders. Formal actions on alleged violations have been taken and 
hearings held on a number of situations where we feel that certain 
forwarders violated the 1916 act. In addition, investigations are 
pending in 40 other cases, 

One other brief subject which I want to mention is what aid should 
be made available to unsubsidized shipping. The matter of tax defer- 
ment of earnings for new ship construction is one matter. This is 
under active discussion with industry representatives to arrive at a 
formula which will be acceptable not only to industry but also to 
Maritime. There has been substantial agreement on this type of leg- 
islation, but there are some details which are not yet satisfactory to us. 

I have covered most of the things that I had in mind to talk about. 

Mr. Ben Guill, a member of the Federal Maritime Board, is here. 
[ have suggested to him that he might report to you on the actions 
taken by Maritime on the committee recommendations contained in 
House Report 1658 with reference to labor-management. problems. 

You may have some questions you want to ask of me before Mr. 
Guill proceeds. 

Mr. Auten. Mr. Chairman. 

Mr. Boyxtn. Mr. Allen. 

Mr. Auten. I was rather hoping that you might comment on the 
operational conference system. As I understand it, there has been 

i little bit of uncertainty injected lately as to whether some phases 
aa practices of that conference system are in accord with the con- 
cressional intent of the 1916 act and that possibly the congressional 
intent, at this late date, is about to be tried out in the Supreme Court 

Mr. Morse. I assume you have in mind what we call the dual -ate 
contract system. The Board held several hearings 6 months to a year 
ago. One was a docket entitled Japan-Atlantic Freight Conference, 
to test the legality of a proposed dual rate contract system which that 
conference was proposing to place into effect. The other was Trans- 
Pacific Freight Conference. 

In the Trans-Pacific Freight Conference system the Board ruled 
that the conference had not established reasonable justification. for 
the installation of the dual rate contract system, so that matter did 
not go to the courts. 

In the Japan-Atlantic Freight Conference system the Board ruled 
that reasonable justification for the institution of a dual rate contract 
system had been established, and authorized the conference to estab- 
lish and operate the dual rate contract system. 

Now, for the information of some of the members of the committee, 
a dual-rate system is nothing more nor less than an exclusive patron- 
age contract under which a given shipper is given a freight rate of 
approximately 10 percent less than the noncontract rate if the shipper 
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contracts with the conference that he will ship all of his shipments 
moving in foreign trade on vessels of the member lines of the con- 
ference. For many vears the Board has consistently ruled that the 
dual rate contract system is lawful under the 1916 act. The question 
has been raised in several court cases and in none of them with a 
definitive answer, in my personal opinion, but as a result of this ruling 
of the Board in the Japan-Atlantic conference, the matter went to 
the Federal court of appeals here in Washington and it was ruled 
that the system was unlawful per se. Applications for certiorari to 
the Supreme Court were filed just last Friday, I believe, and, if the 
Supreme Court grants the writ of certiorari, which I hope it will do, 
the matter will be finally determined by the Supreme Court as to 
whether the system is or is not lawful. 

Mr. Aten. In other words, then, the courts have ruled that the 
opinion held by Maritime over the years was not in accordance with 
law ? 

Mr. Morse. Some courts have so held. There has been intimation 
by an earlier Supreme Court that the system was not unlawful 
per se. It was purely dictum by the Supreme Court in that early case. 

Mr. Aten. I would take it then that the present situation 1s that 
Maritime holds the same opinion as to the legality of the ruling of 
the Court, to the contrary notwithstanding. 

Mr. Morse. We have not been satisfied that the decision of the court 
of appeals is the last word. Furthermore, we think it is desirable to 
have the matter finally settied as to whether it is lawful or unlawful 
in an opinion by the Supreme C ourt. 

Mr. Atten. What I am getting at is whether, if it is a matter of 
determining congressional intent, we should not determine it here 
rather than let it go farther in the courts. 

Mr. Morse. This is a question of tactics, whether something should 
be done at this stage of the game or whether this committee should 
defer consideration of the matter until the Supreme Court has denied 
certiorari if it denies certiorari, or made a final determination if it 
accepts certiorari. 

Mr. Atuen. If the Supreme Court determines to reverse the earlier 
ruling of the circuit court or whatever court it is, which would then 
sustain the view of Maritime, would you then find that the law with 
regard to conferences is completely adequate in your opinion ? 

Mr. Morse. Yes, sir. 

Mr. Atten. You would then feel that no change in the law would 
be desirable ? 

Mr. Morsr. Under those circumstances, I think no change in section 
15 of the 1916 act would be necessary. 

Mr. Auten. ‘Thank you, Mr. Chairman. 

Mr. Rivers. Could I ask a question, Mr. Chairman # 

Mr. Boyx1n. Mr. Rivers. 

Mr. Rivers. Being a new member, I apologize for starting off with 
questions, but I started on this committee 16 years ago and just got 
religion and came back. One thing that made me w ant to come back 
to this committee was that I never saw a committee being more mis- 
represented, not assuming that I could do any good, than this com- 
mittee was last year on the McLean bill. That was a bill for conversion 
of dry-cargo ships on this piggy-back conversion. 

Mr. Boyxrn. We never did do it. 
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Mr. Morse. As I recall, they were preparing to trade. 

Mr. Rivers. I went into it very fully, to the limit of my capacity. 
This committee did not get much cooperation. I heard the other good 
chairman say yesterday that he felt that you did not give them the 
backing to which he was entitled, and he read an editorial from the 
Washington Post. The reason a lot of us read that newspaper is that 
there is no other morning paper to read. I do not agree with that 
paper quite frequently. 

The Chairman seemed to take violent exception to the contents of 
that editorial as it was directed at you and, among other things and in 
substance, you said, “Why don’t you bring that editorial man up 
here and talk with him?” 

Mr. Bonner inferred that last year the shoe was on the other foot. 
What caused you to get religion ¢ 

Mr. Morse. I don’t think I have gotten religion, sir. 

Mr. Rivers. You said you did. 

Mr. Morse. No. I did not get the same impression of Mr. Bonner’s 
comments that you received, Mr. Rivers. 

Mr. Rivers. He said that last year he felt that he did not get the 
backing to which he was entitled from you as chairman. At least I 
understood that. 

Mr. Morse. As I recall, that bill provided that the world market 
value be awarded on the C-2 vessels that were to be traded in. I said 
yesterday and I repeat that I have not read the testimony that I gave 
at the hearings last year but, as I reeall, I was not im favor of the 
bill only because we now have statutory authority to pay the full 
world market value and did not need it under specifie legislation. 

Mr. Rivers. You do now what you could have done then. 

Mr. Morsr. Yes, sir. The statute now provides that on trade-ins 
we are authorized to consider world market value or depreciated book 
value or scrap value in arriving at a fair and reasonable trade-in value, 
so that, under that legislation, if we determined market value to be 
fair and reasonable we can pay full world market value. 

Mr. Rivers. Let us take Mr. McLean. He is the man under con- 
tention who seems to be the favorite whipping boy of a certain mem- 
ber of the other body. Say that Mr. McLean were to come before the 
committee saying that he had a C-2 and saying, “I want to build the 
same thing that L was going to build last year.” What would be your 
position now ? 

Mr. Morse. My position would be, as 1 announced last November, 
that I would pay the restricted world market value which is about 
90 percent of the world market value. 

Mr. Rivers. Would that fulfill the objective of that proposed legis- 
lation ? 

Mr. Morse. Substantially. 

Mr. Auten. Would you yield, Mr. Rivers? 

Mr. Rivers. Certainly. I would be glad to yield to you. 

Mr. Auten. Mr. Morse, was there not also involved the fact that 
the committee proposed to fix the charter hire on the tankers for the 
interim period, and that was objectionable to you ? 

Mr. Morss. Yes. Now that you mention it, that was a factor which 
I did not approve. 

Mr. Rivers. I want to straighten out the record in my head which, 
of course, can contain a lot of confusion. 
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Mr. Morse. Mr. Rivers, I may be in error, but I think Mr. Bonner 
is not as offended at the position I took last year. 

Mr. Rivers. He is not offended at you. Do not misunderstand. 

Mr. Morse. Mr. Bonner is not as offended at my position of last 
year as he is at the problem which arose. I may be wrong but I think 
the problem arose in part because the committee report failed to met- 
tion that I had taken some exception to the terminology of the bill. 
That was not my fault. up 

Mr. Rivers. Of course it was not your fault. I am not saying it was 
your fault. You cannot tell what we are going to put in the report. 
~ Mr. Morsr. May I interrupt again? And the criticism which was 
directed in the editorials, as 1 recall, was directed at Mr. Bonner, and 
[ think mistakenly, on the assumption that Mr. Bonner had endeavored 
to put something over on the Congress. That is my recollection. 

Mr. Rivers. And by virtue of putting it over on the Congress, 
putting it over on the taxpayers whom you represent. 

Mr. Morse. I think the editorials were entirely wrong. 

Mr. Rivers. Of course they were. 

Did I yield to you? 

Mr. Auten. I had just one question. 

Mr. Rivers. On this world market value you can go to what 
figure; 90 percent ¢ 

Mr. Morss. That is what I had approved tentatively. 

Mr. Rivers. Then one could construct or convert or jumboize an 
oceangoing tanker with this piggyback idea under the now existing 
law ? 

Mr. Morss. Let us put it this way, Mr. Rivers. The 1936 act gives 
us discretion. It gives Maritime discretion in arriving at what would 
be a fair and reasonable tradein value. In exercising my discretion 
I have indicated that I am agreeable to paying 90 percent of the 
world market value today on tradeins. That is an inducement to 
American-flag owners to trade in their old vessels and build new 
vessels because the world market value is substantially in excess of 
the American market value and also on today’s market is substantially 
in excess of the price that they paid for the vessel initially. Now, 
the difficulty which arises from my proposal is that latter fact, the 
fact that the Government, under my proposal, would be paying more 
for this vessel which is 10 years old, more or less, than the owner had 
initially paid for the vessel when he bought it from the Government. 

Mr. Rivers. Conceivably. 

Mr. Morse. Under today’s conditions, that would be the fact. 

Mr. Rivers. You really never had an opportunity to use that statute, 
did you, Mr. Morse? 

Mr. Morse. We have not, because it has only been in the last few 
months that there has been any interest. 

Mr. Rivers. Any need ? 

Mr. Morse. Any need or interest. 

Mr. Rivers. That is why I want to congratulate you on making an 
effort to put something into effect which we had on the books and 
which needs to be done to keep up with world conditions. I think 
you are to be congratulated. I certainly want to congratulate you. 

Mr. Morse. Thank you very much, Mr. Rivers. 

Mr. Borxrn. Thank you, Congressman Rivers. 

Mr. Van Pelt? 
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Mr. VAN Petr. I have no questions. 

Mr. Boyxin. Mr. Ray? 

Mr. Ray. Can you give me the name of the case that is pending in 
the Supreme Court ¢ 

Mr. Morse. Yes, I can. I am pretty sure that the name is 
Isbrandtsen versus Japan-Atlantic, but I will telephone you during 
the morning and give you the exact citation. 

Mr. Boykin. Mr. Mailliard ? 

Mr. Maruurarp. I have no questions. 

Mr. Boyxrn. Mr. Pelly? 

Mr. Petiy. I have no questions. 

Mr. Boykin. Mr. Dellay? 

Mr. Detxay. All I want to say is that we have heard from the west 
coast, the gulf area, and the east coast, and from Mr. Gross, who 
indicated that the farmers are interested in the problem, so that I 
bring you New Jersey, including New York, Weehawken, Secaucus, 
and Union City. 

Mr. Morse. Thank you. 

Mr. Rivers (presiding). I was assigned to this committee in Janu- 
ary and I am already acting as chairman. Go ahead, Mr. Counsel. 

Mr. Drewry. Mr. Morse, before you leave the stand there are 2 or 3 
things that I would appreciate your supplying for the record if you 
can. On the shipbuilding and conversion program of 90 ships, I 
wonder if you could give us a tabulation that would show the dates 
of the contracts and the scheduled delivery dates for each of them? 

Mr. Morse. We can do so very easily. 

(The information referred to follows :) 
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Mr. Drewry. Would you also show how many deliveries were made 
last year and how many are scheduled this year? You can supply it 
for the record, if that is satisfactory. 

Mr. Morse. I have the information but it will take a few minutes 
to get it together. 

(The information referred to follows :) 


Major ship deliveries, 1955-56 


1955 NEW CONSTRUCTION 


| Dead- 
Builder Hull No. | weight Owner Delivered 
tons 


Bethlehem-Pacific......| 5465- : 3, 600 | Pacific Far East 
ar ‘ , 5466. a 3, 6f ania 7 
do §467._....- 3, 6 do 
Sun Shipbuilding - - 5g ..| 30,2 Sun Oil Co 
Bethlehem-Sparrows 542. 25, ¢ sine clat r Oil 
Ingalls Shipbuilding 46 mt 5 { : 
- . .do - 4 awe RF a 
PE nai Sun Shipbuilding - -- 596 ; 30, 2 8. Atlantic Marine _- 


1955 CONVERSIONS 


Bethlehem-Key th- | MA-3__. 3, American President 
way. Line. 
_do Sut a Q M A-1._.. 3, G00 _do 


CONSTRUCTION 


Bethlehem-—Quincy si 27,000 | Chas. Kurz & Cx 
Newport News._-_- 615.... 18, 500 | Texas Co 
Bethlehem-Sparrows 543 ...| 32,650 | Cities Service 
do a: 5 32, 650 do 
.do " 545 : 32, 659 ae 
in Shipbuilding- -. 5¢ 25, 000 ; Navy... 
Bethlehem-—S parrow 5 5 000 | Lron Mines Co.. 
do a : 9 ), OO lo 


TERSION 


Bethlehem- Pacific. 13,600 | U. 8. Navy 
Bethlehem-Key High- 4 13, 600 American President 
way. Line. 
.do ™ ‘ 13, 600 do 
Ira Bushey a tC-5 000 | Maritime Administ: 
tion. 
Bethlehem-Key High LC E-30_.| 10,000 |... do 
vay. 
= .| Newport News 10, 000 do E 
Passenger.......| Willamette._......-- --| 13,600 | Oceanic Steamship_-.- 
Do J . _do 13, 600 uae E E 
Tanker-Ore M iryland Shipbuilding ‘a American Steamship Co 
Passenger . New York Ship... ‘ ‘ Hawaiian Steamship 
Roll/on.. cai Merrill Stevens... ‘ ‘ TMT Trailer... 


1 Gross tons. 


Mr. Drewry. Then, on the subject of the so-called trade out and 
build, could you submit for the record a tabulation which would show 
the age of the vessels transferred, the type, the owner, the service in 
which it was engaged at the time of transfer, whether domestic tanker 
service or overseas tanker service or dry cargo, and the type, size, and 
so on, and the trade into which the new vessel will go? 
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Mr. Morse. We cannot supply you the trade where the new vessel 
will go because that is entirely optional with the operator. 

Mr. Drewry. You do not have any knowledge of that at all? 

Mr. Morse. Well, normally these American- flag vessels would be 
confined pretty much to the coastwise trade or the near-sea trade, but 
there is no guaranty that some of these big tankers would not be used 
in foreign trades. “We have no definite information on that. 

(The information referred to follows :) 


SUMMARY 


During the calendar year 1956, there were 53 seagoing merchant-type ships, 
1,000 gross tons and over of 336,480 gross and 525,619 deadweight tons trans- 
ferred from United States to foreign flags. 

The United States Department of Commerce transferred 23 ships, 6 to Korea, 
5 to the Philippines, and 12 to Brazil. Of the remaining privately owned, 23 
went to Liberia and 7 to Panama. 

The average of the 53 ships is 14 years of age. There were 32 dry cargo, 
23 of which were C1—-M-AV1’s and 5 EC2-S-Cl’s. The tankers comprising 21 
in all, included 13 T2—SE-—A1’s. 

For detailed information, see the attached table giving specified characteris- 
tics and conditions of approval. 
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United States fag seagoing merchant-type ships, 1,000 tons and over, transferred 
foreign during the calendar year 1956 (excludes ships on the Great Lakes and 
inland waterways and special types such as channel ships, cable ships, ice- 
breakers, etc., and merchant ships owned by any military force) 





! 


Date of | Date of actual | Year | Gross | Dead- |Speed 
Name of ship | approval transfer | built Type and design tons | weight| (in 
tons |knots 


Antelope Hills Mar. 8,1954 Apr. 8, 1956 | 1944 | Tanker, T2-SE-A1_| 10, 570 | 16,545 | 14! 
Gulfwave Dec. 23,1954 | Jan. 17,1956 | 1937 | Tanker- -. 7,140 | 11,381 | 12.6 
Pythea Oct. 13,1955 | Jan. —,1956 | 1937 .do 7,991 | 13,045 


Poseidon do Mat , 1956 | 1938 do 7,949 | 12,960} 12 
Southern Cities. —-. Dec. 28,1955 | Jan , 1956 | 1942 | Bulk } 5 


Southern States _- dc d 1942 .do0 3 3, 343 5, 016 | 


, 1. 2 
Nocturne Dee. 29, 1955 do 1937 | Tanker- _. 7,140 | 11,827 | 12.6 
Prelude “ do Jan. 10,1956 | 1938 sais 7, 140 | 11,827 | 12.¢ 
Amphitrite Mar. 6,1956 | Mar , 1956 | 1938 do J 7,949 | 13,440 | 12 





New London Mar. 8,1956 | Apr. 19,1956 | 1943 ‘anker, T2-SE-Al1_| 10, 534 16, 738 | 14 


Saint Christopher - -.-!-. do May —, 1956 | 1943 |. de 3 ' 10,172 | 16,707 | 14 


Destiny —_e s a Apr. 19, 1956 1945 do. éve 10, 603 16, 647 14 
Texas Sword... Mar. 16, 195 Mar. 28, 1956 | 1944 | Cargo > 4, 206 0) 


Florida Sword_--. Mar. 27,1956 | Apr. 17,1956 | 1943 |. do eae 4, 233 5, 280 


Petersburg is apr. 10, 195¢ Jul 5, 195¢ 1943 


~ 
Z 


Running Knot i Apr. 26,1956 | May 18,1956 | 1945 | Cargo, CI-M-AV1..| 3,818 6, 007 


Persian Knot > i i Apr. 39,1956 | 1945 do. 3, 827 6, O82 
Becket Hitch d ‘ May 14,1956 | 1945 |. do 3, S18 6,014 ! 
Capstan Knot es ac June 81956 | 1945 |_....do 2 QIR ; 999 
Loop Knot do July 11,1956 | 1945 do 3, 818 007 
Codington do July 27, 1956 1945 .do 3, SUS 6, O19 









Boatswain’s Hitch May 


&, 1956 





Dee. 28, 1956 1945 |__._..do a 3, 805 5, 025 10 









Turk’s Head do . do 1945 do . 3, 805 6, 008 if 
Esso Camden ; June 6,1956 | Sept. 24,1956 | 1944 | Tanker, T2-SE-A1 10, 585 | 16, 298 14 


E ingfield 
Esso Portland 

















sso Spr 


..do i Oct. 9, 1956 1944 ...do " 10, 578 16, 296 14! 
.do June 8, 1956 | 1944 ..do 10, 586 | 16, 292 1 














—_—" le 
Esso Norfolk 


E 





do June 6,1956 | 1942 do 10, 501 16,750 | 14 
sso Burlington do Aug. 9,1956 | 1943 do 10,496 | 16,765 | 14! 
















Gulfwater June 21,1956 | June 22,1956 | 1943 | Cargo, EC2-S-C1 7,254 | 10,850 | 10 
Atlantic Water do do 1944 do 7,247 | 10,750 | 10 
Anchor Bend July 9,1956 | July 13,1956 | 1945 | Cargo, CI-M-AVI1 3, 812 6,007 | 11 











Coastal Defender do ce do 1945 do 3, 805 5,975 | 1 
Hawser Eye do do 1945 do 3, 805 6,090 | 11 
Coastal Archer do do 1945 do 3, 805 6,022 | 11 
Coastal Conqueror do do 1945 do 3, 805 5,975 | 1 
Coastal Ringleader do do 1945 do 3, 805 5.9 1} 
Tucked Bend__. .do do 1945 do 3, 818 5, 010 104 
Hawser Splice do ----| July 17,1956 | 1945 .do 3,818 | 6,007 1] 
Emerald Knot . .do July 13,1956 | 1945 do 3, 806 5, 955 11 
Coastal Competitor .do do. 1944 do 3, 805 5, 950 ll 
Coastal Observer do do. 1945 BO ioc 3, 805 6, 014 il 
Coastal Herald do do 1945 _do ae 3, 805 6, 020 11 
New York Trader. Aug. 10,1956 | Aug. —,1956 | 1937 | Tanker. -- 7,698 | 13,075 12%4 









Maryland Trader. .do ads do 1937 encas | 7,698 | 13,075 124 
Fort Stephenson Sept. 4,1956 | Sept. 5,1956 | 1943 | Tanker T2-SE-A1 10, 544 | 16, 662 1414 













Fort Moultrie- do. _do. ..| 1943 c ; 10, 526 | 16, 677 1445 
Quemado Lake _- Oct. 2,1956 | Nov. 9,1956 | 1943 0. oa : 10, 423 | 16, 462 14 











James Lick.-.- Oct. 9,1956 | Oct. —,1956 | 1943 | Cargo EC2-S-C1 
Algonkin Nov. 21, 1956 | Nov. 27,1956 | 1942 do 
Araphoe _. .do Dee. 20,1956 | 1942 | do 


1 | 10,975 | 10 
6 | 10,844 | 10 













Snug Hitch 





Dec. 7,1956 | Dec. 7,1956 | 1945 | Cargo, CI-M-AV1._.| 3,805 5,025 | 10%4 









Masthead Knot_-_. .do sc aslean ais | 1945 do 3, 803 5,025 | 1014 
Carrick Bend._.._--- .do nie .do___. 1945 .do 3, 807 6,008 | 106 
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Conditions 
of approval 


Company transferred 


from Company transferred to Service 


Trans-World Maritime | Lexington rransport | Liberia A, B, C Atlantic Coast. 
Corp Corp. 
Gulf Oil Corp-. Puerto Rico Liberian do. A, B,C Do. 
Corp. 
Tramp Shipping & Oil | Pioneer Shipping Corp do A, B, C Laid up, Baltimore. 
Transportation Corp. 
do cs do do A, B, Atlantic Coast. 
Philadelphia & South- | Chester Ore Carriers do A,B,C Laid up, Hampton 
ern Steamship Co. Corp. Roads. 
lo do do A, B, C Do. 
United Tanker Corp....| Central Tanker Corp do A, B, C Laid up, Mobile. 
do Grand Tankers Corp do A,B,C Laid up, Philadelphia. 
Veritas Steamship Co Eastbound rankers do A, B,C Laid up, Baltimore 
Corp 
Arctic Tankers, Inc Lexington Transport do A4,B,C,D | Atlantic Europe. 
( orp 
American Viking Cor Park Tanker Corp d 4,B,C,D | Caribbean-East Sout! 
America 
d do do A, B,C Atlantic Coast. 
Constable Hook Ship- | Compania Maritima do A, B, ¢ Laid up, New York. 
vard, Ine. Estrella, S. A. 
Sword Line, Ine Geeapo Maritima Nay., do 4.B;C Atlantic Coast 
S.A 
Paco Tankers, Inc neatre Navigation 10 4, B,¢ ,v Do. 
Cort 
I S. Department o Republic of Korea Korea E Reserve fleet. 
Commerce 
do do dk E Do. 
lo do do E Do. 
do do di K Do. 
do do do E Do. 
oS do ce lo E Allocated to Milita 
sea Transport ation 
Service. 
do Philippine Steam Nav- | Philippines G Bareboat charter to Phil- 
igation Co ippines, 
‘ do lo do G De 
Esso Shipping C« Panama Transport ¢ Panan A,B,C Caribbean, Atlantic Eu- 
rope 
do do 1 A. B,C Atlantic Europe 
do le d A. B,C Caribbean, Atlantic Eu- 
rope 
do do lo A, B, C Laid up, Pralls Island. 
.do do .do A,B,C Caribbean, Atlantic 
Europe. 
Metro Steamship Corp Metro Steamship Corp do Cc Mediterranean, 
_do le do ‘ do A,B,C, D Do 
U. 8. Department of | Companhia Nacional | Brazil_-- F Reserve fleet. 
Commerce De Navegacao Cos- 
teira, 
a ag do .do F Do. 
do do ._.do F Do. 
..do do do F Do. 
..do do do F Do. 
do _do do F Do. 
do do do F Do. 
oo---80 ..do do i’ F Do. 
_.do _.do ..do r Do. 
.do do : do F Do. 
aoe do ..do F Do. 
wnpeialeians do : J : do F Do. 
American Trading & Pro- | Calvert Tankers Corp Liberia A,B,C Mediterranean. 
duction Corp. 
aideatl > ae ) do ..do é A, B, C Yokohama, Persian Gulf 
Paragon Oil Co., Inc....| Caribbean Transport, do 4, B, C, D) Mexico. 
| S. A. 
Be ph do. _... |___..do._...| A, B, C, D| West Indies. 
Chas. Kurz & Co., Inc Calendar Navigation |.....do A, B, ¢ Atlantic Coast. 
| Corp. 
Coastwise Line___......- United Vintners Lines do Cc Alaska. 
Algonkin Co., Ine World Loyalty Corp-. do......| A, B,C, D) Atlantic Europe. 
Arapahoe Co., Inc. | Pacifiea, S. A , do A, B,C, D| East Coast South 
| America. 
U. 8. Department of | Compania Maritima-_..| Philippine H Bareboat charter to Phil 
Commerce. ippines. 
do. a — H Do. 
do... do...- in H Do. 
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CONDITIONS OF APPROVALS 












A—No sale or transfer of ownership, or transfer of stock interest (except to United States citizens), or 
transfer to other foreign registry without prior consent of Maritime Administration. 

B—Vessel to be made available to United States if requested, on same terms and conditions as though 
requisitioned for use or charter, as provided in sec. 902, Merchant Marine Act, 1936, amended. 

C—Vessel not to engage in operations prohibited to United States-flag vessels under Department of 
Commerce Transportation Orders T-1 and T-2. 

D—Replacement program involves constructing new ships for United States documentation and operation. 

Norte.—Above conditions in force for period of national emergency as proclaimed by the President on 

Dec. 16, 1950, or for a specified period of years. 

E—Ships sold to Korea under Public Law 665, 83d Cong., with no Maritime Administration restrictions 

F—Ships sold to Brazil under Public Law 496, 83d Cong. Maritime holds mortgages on the ships sold 
under this act. As long as these mortgages are outstanding these ships cannot be sold or transferred 
without prior Maritime approval, nor can they engage in international trade or in other than coast- 
wise trade of the United States of Brazil. Further they cannot sail under any other flag without 
prior Maritime approval. 

G—Sold under Public Law 114, 84th Cong., to the Philippines. Vessels will operate in the foreign com- 
merce of the Philippines north of the Equator, west of the international date line and east of the 
110th meridian until such time as the Secretary of Commerce determines, upon 6 months’ notice to 
the buyer, that the operation of the vessels is injurious to the commerce of the United States or that 
the vessels are required solely in the interisland commerce of the Philippines. 

H—Sold under Public Law 114, 84th Cong., to the Philippines. Except with the prior approval of the 

Secretary of Commerce, the vessels shall, for a period of 10 years from the date of this contract, be 

operated only in the interisland commerce of the Philippines: Provided, however, That until the 

Secretary shall determine that the operation of such vessels in the foreign commerce of the Philippines 

north of the Equator, west of the international date line, and east of the 110th meridian is injurious 

to the commerce of the United States or that such vessels are required solely in the interisland com- 
merce of the Philippines, and the buyer shall have been given 6 months’ notice of such determina- 
tion, the buyer may also operate the vessels in the foreign commerce of the Philippines north of the 

Equator, west of the international date line and east of the 110th meridian or within such other limits 

as the Secretary of Commerce may in the future find reasonable and just. 


Note.—Dates of ‘‘actual transfer’ 


Mr. Drewry. I wonder also whether we could have for the record 
the memorandum of your General Counsel on the history of the trade- 
in provisions of section 510 that was the basis for your determination 
of November. 

Mr. Morse. Yes, we will supply that and also a copy of the opinion 
from the Comptroller General which concurs in this previous opinion. 
(The information referred to follows :) 

















are as accurate as information made available to this office, 


















LEGAL OPINION 





MARITIME ADMINISTRATION, 
Washington, D. C., January 19, 1956. 













To: Deputy Administrator. 

From: General Counsel. 

Subject: Trade-in allowance under section 510, Merchant Marine Act, 1956, as 
amended, in relation to section 802 of the act, regarding vessels built with 
construction-differential subsidy. 

The question presented is whether the provisions of section 802 restrict or 
limit the amount of trade-in allowance which may be granted under the formula 
set out in section 510 where a vessel built with construction-differential subsidy 
is offered for trade-in. The problem of the relation of the two sections arises, 
in general, only with reference to construction-differential subsidy vessels, as 
section 802 is applicable only to vessels built under the authority of title V of 
the act. 

It is my opinion that the allowance of credit authorized by section 510 is not 
reduced or limited by the provisions of section S02. 

A search of the hearings, debates and reports of the act reveals that Congress, 
in enacting Section 507 and the later section 510 complementing section 507,* 
intended to reach entirely different objectives from those intended in section 802. 

By its terms, section 802 is applicable to every contract executed under the 
authority of title V, and sets out a formula, based on the vessel’s depreciated 
eost, by which the Government may acquire ownership of such a vessel through 
“purchase or requisition.” The purpose of this section was to secure to the 
Government the right to buy or use, during times of war or national emergency, 
vessels which it helped build, at prices which would not be extortionate.* This 




















153 Stat. 1162, Public Law 259, August 4, 1939 
*Hearings before House Committee on Merchant Marine and Fisheries, 74th Cong., 
ist sess., on H. R. 7521, March, April, and May 1935, p. 987. 
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section was intended by Congress to govern compensation for the “sudden taking 
over of vessels”* and to provide the “right of requisition at low cost.”* In 
floor debate it was stated that its provisions relate to ‘the requisition of vessels 
by the Government in times of national emergency.” ° 

It is my opinion that, construed in the light of its purpose, section 802 is 
applicable only where the Government acquires a vessel, during time of war 
or national emergency, for its own use as opposed to lay-up in the reserve fleet 
or scrapping, and further, that in view of the purpose of this section, as discussed 
below, the word “purchase,” as used in this section, must be given a restrictive 
meaning which involves the paying out of money, as opposed to an allowance of 
credit, rather than the broad dictionary meaning “to obtain (anything) by paying 
money or its equivalent.” ° 

Provisions for trade-in allowances were incorporated in the act, originally, in 
section 507, which provides a formula for determining such allowance for a 
vessel, where the vessel, operated in the foreign trade, and documented under 
the laws of the United States for at least 10 years, is deemed obsolete and 
inefficient and is to be replaced by a new vessel. This section was intended to 
“encourage replacement of obsolete vessels,” ‘ and was directed toward the plan 
of insuring the construction of new vessels.* Its provisions were termed 
“scrapping subsidiaries,’* and it was understood that under section 507 the 
Government would purchase old vessels, scrap them and the difference between 
the trade-in price which the Government would pay, and the scrap price which 
the Government in turn would receive, would represent the trade-in inducement. 

In view of the foregoing, it is obvious that Congress had entirely different 
goals in mind in enacting sections 507 and 802. 

The inclusion of section 510” was intended to be a further inducement for 
shipowners to trade in their obsolete vessels for newer craft to be built in Amer- 
ican yards.“ It was enacted as permanent legislation and was intended to be 
complementary to, rather than in substitution of, section 507, which it closely 
resembles.“ Congress recognized the need for broadening the inducement for 
trade-ins in an effort to eliminate old and inefficient ships from the seas“ and to 
include vessels engaged in the ecoastwise trade. It particularly recognized that 
the formula set out in section 507 did not represent a realistic basis for arriving 
at the actual value of older vessels.“ It was intended particularly to remove 
obsolete tonnage from service.” The tonnage so eliminated was intended by 
Congress not to be used except during periods in which vessels might be re- 
quisitioned for national defense.” 

The fact that non-construction-differential subsidy vessels are eligible for 
trade-in under section 510 does not preclude the eligibility of construction- 
differential subsidy vessels from its terms. The hearings and reports on the 
amendment do not reveal any intention to restrict its provisions to non-con- 
struction-differential subsidy vessels. The words of the section itself authorizes 
the Administration ‘‘to acquire any obsolete vessel in exchange for an allowance 
of credit.” * 

Ever since the addition of section 510, it has been held that construction- 
differential subsidy vessels are eligible for the trade-in allowance it offers, with 
one notable exception,” hereinafter discussed. An unpublished opinion of the 
Comptroller General indicating the scope of section 510 said: 

“The authority granted the Commission by 510 (b) to make an allowance of 
credit on an obsolete vessel toward the purchase price of a new vessel was in- 
tended to provide an incentive—other than by way of subsidy—to shipowners to 
replace older vessels with efficient craft of modern design * * *, It would seem 


’ Hearings before Senate Committee on Commerce, 74th Cong., Ist sess., on S. 2582, 
April 24 and 26, 1935, p. 45. 

4S. Rept. No. 1721, 74th Cong., 1st sess., p. 10. 

579 Congressional Record 10200. 

6 Webster’s New International Dictionary, 2d ed., 1955. 

7S. Rept. No. 1721, 74th Cong., 1st sess., p. 14. 

879 Congressional Record 10255. 

® Hearings pernne the Senate Committee on Commerce, 74th Cong., Ist sess., p. 44. 

2 See note 1. 

™ Hearings before the House Committee on Merchant Marine and Fisheries, 76th Cong., 
ist sess.. March, April, and May 1939, p. 1. 

12 Thid., p. 184. 

13 Thid., p. 1. 

4 Thid., p. 184. 

5H. Rept. No. 824, 76th Cong.. 1st sess., p. 2. 

%6 Hearings before the House Committee on Merchant Marine and Fisheries, 76th Cong., 
1st sess., March. April, and May 1939, p. 1. 

1753 Stat. 1183, Public Law 259, August 4, 1939. 

% 123 Op. Gen. Counsel 215, February 21, 1950. 
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therefore, that section 510 (d) and the extent to which the terms thereof limit 
the amount of an allowance should be construed in the light of such purpose.” ” 
{Emphasis supplied. | 

Although the foregoing letter did not deal directly with a construction- 
differential subsidy vessel, it recognizes that Congress intended an “incentive,” 
which element is not involved in a “purchase” under section 802. 

In May 1955, it was again recognized that one purpose of section 510 was to 
induce operators to turn-in and build, that an inducement must be attractive, and 
that an allowance of credit which only equaled the amount of cash which a 
shipowner would be entitled to if his vessel were requisitioned under section 802, 
is not an inducement.” The House Committee on Merchant Marine and Fisheries 
recommended in June 1955, that the Maritime Administration adopt a policy 
that vessels turned in under section 510 would be allowed a credit based on the 
world market value of the vessels, provided it determined that such value is fair 
and reasonable.” 

The notable exception” to the view that section 510 is equally applicable 
to construction-differential subsidy and nonconstruction-differential subsidy 
vessels, notwithstanding section 802, is the February 21, 1950, opinion of the 
General Counsel which states: 

“In my opinion, section 802 applies to all purchases by the Government and 
constitutes a limitation on the amount to be paid irrespective of any other pro- 
visions of law. Section 507 is a limitation on a particular type of purchase for 
the particular purposes set forth therein and constitutes a limitation not in sub- 
stitution of the section 802 ceiling, but in addition thereto. Accordingly, in a case 
of a vessel subject to the provisions of section S02 being purchased by the Com- 
mission under section 507, the lower of the two limitations is applicable.” 

I do not agree with this opinion, and I believe that it is in error because it 
failed to distinguish the purposes of each of the sections. The purpose of sec- 
tion 802 was to preserve the right of the Government to “purchase or requisi- 
tion” construction-differential subsidy vessels for its own use in time of war or 
national emergency, and the purpose of sections 507 and 510 was to provide 
inducements that would tend to eliminate old and inefficient ships from service, 
and insure the construction of new, modern vessels. 

Sections of statutes should be construed in the light of their purpose. It would 
seem that since the purpose of section 510 was to induce trade-ins, to construe 
that section as operative to construction-differential subsidy vessels only where 
the employment of its formula would result in a lower trade-in figure than could 
be arrived at by the employment of the section 802 formula, as the cited opinion 
indicates, would be to frustrate the will of Congress, allowing the amendment 
little or no effect. 

It is also noteworthy that the Congress could not have had section 510 in 
mind when enacting section 802 and providing that its limitations are applicable 
to title V because section 5190 was not enacted until 3 vears after section S802. 

In capsule, section 802 involves a purchase by the Government, with a money 
payment, of construction-differential subsidy vessels (obsolete or otherwise), 
for use by the Government in time of war or national emergency, whereas sec- 
tion 510 involves the acquisition of any obsolete vessel by the Government, in 
exchange for an allowance of credit, which allowance is to be applied to the 
purchase price of a new vessel, the Government acquiring the obsolete vessel 
not for its use, but for inclusion in the reserve fleet or scrapping. 

Since this memorandum was first drafted, I have received the CASL Vessel 

teplacement Committee’s legal opinion on this question prepared by Shea, 
Greenman, Gardner, and MecConnaughey. 

I am in agreement with the conclusions reached in Mr. Gardner’s opinion. 
However, at page 9, a ruling of the Comptroller General is cited (B-115883, 
August 11, 1953) with the comment that no mention was made of section 802. 
Actually, this ruling involved a nonconstruction-differential subsidy vessel, and 
a discussion of section 802 was not required. Further, at page 7, it is stated: 

“* * * in the explict words of the Maritime Administrator, ‘section 802 on the 
construction-differential subsidy ship does not govern on the trade-in’ under 
section 510.” 


” Comntroller General letter, R—-322105, February 17, 19438 
” Hesrines hefore House Committee on Merchant Marine and Fisheries, May 1955, p. 201 
1-H. Rept. No. 843, 84th Cong., 1st sess., p. 11. 

See note 18. 
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The Administrator is there misquoted. Actually, he was relying on his memory 
that the Comptroller General issued such a ruling. His exact words were: 
“* * * JT believe there is an opinion from the General Accounting Office which 
says that we may pay the world market value and that section 802 does not 
govern on the trade-in.” ” 
Epwarp D. RANSOM. 





GENERAL ACCOUNTING OFFICE, 
COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, February 4, 1957. 
Hon. CLARENCE G. MORSE, 
Chairman, Federal Maritime Board, 


DEAR Mr. CHAIRMAN: Reference is made to your letter of December 18, 1956, 
transmitting a copy of the opinion of your General Counsel, dated January 19, 
1956, wherein it was concluded that section 802 of the Merchant Marine Act, 
19386 (46 U. 8S. C. 1212), does not constitute a ceiling on trade-in allowances 
determined pursuant to section 510 of that act (46 U. S. C. 1160). It is your 
view that the subject legal opinion is correct and you request our concurrence in 
the conclusion thereof. 

Section 802 provides that: 

“Every contract executed by the Federal Maritime Board under authority of 
sections 1151-1161 of this title shall provide that— 

“In the event the United States shall, through purchase or requisition, 
acquire ownership of the vessel or vessels on which a construction-differential 
subsidy was paid, the owner shall be paid therefor the value thereof, but in 
no event shall such payment exceed the actual depreciated construction 
cost thereof (together with the actual depreciated cost of capital improve- 
ments thereon, but excluding the cost of national-defense features) less the 
depreciated amount of construction-differential subsidy theretofore paid 
incident to the construction or reconditioning of such vessel or vessels, or the 
fair and reasonable scrap value of such vessel as determined by the Secre- 
tary of Commerce, whichever is the greater. Such determination shall be 
final. In computing the depreciated value of such vessel, depreciation shall 
be computed on each vessel on the schedule adopted by the Bureau of 
Internal Revenue for income-tax purposes. 

“The foregoing provision respecting the requisition or the acquisition of 
ownership by the United States shall run with the title to such vessel or 
vessels and be binding on all owners thereof.” 

The crux of the question presented is whether the contractual agreement 
required by section 802 relative to the valuation of a vessel on which a construc- 
tion-differential subsidy had been granted, when such vessel is “purchased or 
requisitioned” by the Government, constitutes a limitation upon the valuation 
thereof for its trade-in to the Government in exchange for a credit allowance 
toward the construction costs of a replacement vessel pursuant to section 510. 

Examination of the legislative history of section 802 clearly establishes that 
it is a corollary of section 902 (46 U. 8S. C. 1242), which authorizes the “requisi- 
tion or purchase [of] any vessel or other watercraft owned by citizens of the 
United States” “[w]henever the President shall proclaim that the security of the 
national defense makes it advisable or during any national emergency declared 
by proclamation of the President.” 

The first bills presented in response to the President’s request for new merchant 
marine legislation in his message to the Congress of March 4, 1935, proposed to 
amend section 702 of the Merchant Marine Act, 1928 (45 Stat. 689, 697). Under 
those bills, the authority to take over and purchase or use privately owned 
vessels was limited to those vessels which had received Government aid and 
then only when they were “taken over and purchased or used by the United 
Sates for national defense or during any national emergency declared by procta- 
mation of the President.” See H. R. 7521 and S. 2582, 74th Congress, 1st session, 
April 15, 1935; H. R. 8555, June 19, 1935, and page 26 of the accompanying House 
Report No. 1277, June 20, 1935. The Senate Committee on Commerce reported 
out an amended version of H. R. 8555 on July 29, 1935, and in its accompanying 
Senate Report No. 1226 of the same date, explained the pertinent change in the 
House bill as follows: 





8 peenings before the House, Committee on Merchant Marine and Fisheries, May 1955, 
p. 201, 
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“Section 1104 of the House bill, which deals with the requisition of vessels, 
is amplified by the Senate amendment to contain the principle of establishing by 
contractual relations with the owner of the vessel at the time the Government 
aid is granted, the terms and conditions under which such vessel may be requi- 
sitioned by the Government in a national emergency.” [Italic supplied.] 

This principle of requiring contractual agreement by the owner is prescribed 
in section 802 of the 1936 act. However, it is noted that the Senate amend- 
ment continued to premise the acquisition authority upon emergency needs of 
the Government and limited its provisions to vessels upon which Government 
financial aid had been granted. The broadening of the Government’s requisition 
and purchase authority to include all American-flag vessels was recommended 
by the Navy Department in its letter of May 10, 1935, to the House Merchant 
Marine and Fisheries Committee (pp. 1147 and 1148 of the committee’s hearings 
on H. R. 7421, 74th Cong.) wherein it was stated— 

“The Navy Department has already submitted to Congress a proposed amend- 
ment to section 702 (a) of the Merchant Marine Act of 1928 which would au- 
thorize the President to take and purchase or use any vessel documented under 
the laws of the United States for national defense when war is imminent. The 
importance of such an amendment to the national defense cannot be overempha- 
sized. It has the approval of the War Department and the Department of 
Commerce and, so far as is known, there has been no opposition from the mer- 
chant marine industry. 

“It is imperative that the President have authority to take and purchase or 
use for national defense prior to the declaration of war not only those ships 
which have received financial aid from the United States but also all other ves- 
sels enjoying the protection of our flag. No enhancement of the value of such 
vessels by reason of the causes necessitating the taking should be permitted. 
It is recommended that the amendment to section 702 (a) of the Merchant 
Marine Act of 1928 as contained in section 1004 of H. R. 7521 be changed to read 
as follows: 

“ ‘Sec. 702 (a) Any vessel registered, enrolled, or licensed under the laws 
of the United States may be taken and purchased or used by the United States 
for national defense in time of war or when war is imminent.’” [Italic 
supplied. ] 

Examination of subsequent bills and the pertinent congressional debates sup- 
port the view that sections 802 and 902 were related provisions and that both 
contemplated the “purchase or requisition” of vessels by the Government for 
defense purposes only. The legislative history leaves no doubt of the Congress’ 
intention that the section 802 valuation formula contractually agreed to became 
applicable “when any [construction-differential subsidy] vessel is taken or used 
under authority of this section [902].” 

While Congress was thus providing for the “purchase or requisition” of vessels 
in the interest of national defense, it did not overlook the need for providing 
trade-in allowances on obsolete vessels to be replaced by new construction. Sec- 
tion 507 provides authority for the Administration “to buy such replaced vessel 
from the owner at a fair and reasonable valuation” not to exceed the depreciated 
costs to the owner or any former owner, depreciated on the basis of a 20-year 
life of the vessel. Accordingly, the 1936 act, as originally enacted, expressly lim- 
ited the valuation on all traded-in vessels to the depreciated costs thereof to the 
owners, and separately provided a similar limitation (exclusive of national- 
defense features) on construction-differential vessels “purchased or requisi- 
tioned” by the Government under the conditions and authority of section 902, 

Over 3 years after passage of the Merchant Marine Act, 1936, the trade-in 
valuation formula of section 507 was complemented by the addition of section 
510, as added by the act of August 4, 1989 (53 Stat. 1182). The language of the 
section establishes its purpose to “promote the construction of new, safe, and 
efficient vessels” by authorizing the acquisition of “obsolete” vessels, as defined 
therein, at their “fair and reasonable” values, determined after consideration of 
their scrap, book, and world market values (cf, B—115883, August 11,.1958). The 
definition of “obsolete vessel’? does not exclude vessels on which construction- 
differential subsidies had been granted and nothing in the language of that 
section nor its legislative history indicates an intent to exclude such vessels. In 
recommending this legislation to the Speaker of the House on March 16, 1939, 
the former Maritime Commission explained— 

“The continued operation, on the essential foreign trade routes and in the 
protected trades, of old or obsolete tonnage which should be retired from 
service, constitutes a major obstacle to the attainment of the objectives of 
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the Commission's long-range construction program and to the realization of 
the objectives expressed in the act. The Government is responsible for this 
obstacle to the extent that legislative restrictions and national policy pre- 
vent or render inadvisable the disposal of vessels in the most generous world 
market otherwise available to their owners.” 
Page 139, House hearings on H. R. 5130, 76th Congress. The legislative re- 
striction referred to was the provision of section 9 of the Shipping Act, 1916, 
as amended, which required Government approval prior to sales foreign of 
American-flag vessels. See pages 2-3, House hearings on H. R. 5130, 76th Con- 
gress. That explanation was adopted by the House Committee on Merchant 
Marine and Fisheries. See page 5, House Report No. 824, to accompany H. R. 
6746, 76th Congress, which became the act of August 4, 1939 (53 Stat. 1182). 
That the Congress recognized that attainment of the objectives of the bill would 
be jeopardized by applying the pricing provisions of section 507 to a particular 
class of vessels is made clear by the rejection of a proposal that such prices 
should be applied to traded-in vessels which had originally been purchased from 
the Government. Se page 7, House Report No. 824, accompanying H. R. 6746, 
76th Congress. As stated therein, under such a proviso the vessels in that cate- 
gory might not be replaced at all, or if replaced might continue to be operated 
by the owners, or be sold for further operation in the domestic trade, and 
would to that extent retard the vessel construction program. It must be 
assumed that the Congress was aware that a similar application of section 507 
to the trade-in of vessels on which a construction-differential subsidy had been 
paid might also result in similar actions by the owners of such vessels and a 
consequent retardation of the construction program. 

In summary, section 802 requires the contractual agreement, by the owner 
of a vessel on which a construction-differential subsidy has been granted, that 
when such a vessel is “purchased or requisitioned” by the Government under 
authority of section 902, his payment therefor will be in accordance with the 
valuation formula prescribed in section 802, rather than “just compensation” 
as provided for other vessels under section 902 (a). We find no basis in section 
510, or its legislative history, for concluding that vessels on which construction 
differential had been granted would be treated any differently for trade-in pur- 
poses than other “obsolete” vessels. 

Accordingly, we concur in the conclusion of your General Counsel that sec- 
tions 802 and 510 are not related in their objectives and that section 802 does 
not constitute a statutory ceiling on the “fair and reasonable value” of a 
vessel acquired by the Government pursuant to the trade-in provisions of section 
510. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller General of the United States. 


Mr. Drewry. Mr. Morse, what period of time does this 212 Liberty 
and Victory authorization cover for charters? ‘This is a new develop- 
ment. How Jong has it been going on? 

Mr. Morse. It has only been for the last 12 to 18 months that these 
dockets to which I have referred have been heard by the Board, but 
most of the breakout authorizations by the Board have been within 
the last 6 months. A very substantial number have been in the last 
6 months. 

Mr. Drewry. What are the major factors in the present shipping 
shortage? Is it the Government-aid programs or Government-spon- 
sored programs ? 

Mr. Morse. There are two major factors. That is one, but that is 
only part of an increase in overall international movement of cargoes. 
[t had just been booming in the last couple of years. The second 
factor has been the shutting down of the Suez Canal, which has re- 
quired a substantial number of vessels to go around the tip of Africa, 
resulting in longer voyages and therefore less carrying capacity 
overall. Veet i 

Mr. Drewry. Are you attempting to project how long and to what 
extent this boom might continue? 
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Mr. Morse. No. We had testimony in these hearings that we can 
anticipate that there will be a very substantial movement of surplus 
cargoes for the next 18 to 24 months, anyway, and also that the demand 
for coal would be a continuing demand, an ine reasing demand. 

Mr. Rivers. Could I inquire, if counsel will permit ? 

Mr. Drewry. Yes. 

Mr. Rivers. Did the necessity for going around the tip of Africa 

cause you to have this speeded pacers of jumboizing these tankers ¢ 

Mr. Morsr. This jumboizing deal is only a minor thing in the 
overall picture. 

Mr. Rivers. That is an expedient that can be done immediately, 
though. 

Mr. Morse. But there are only 14 vessels being jumboized at all. 
Those are the older T-2 tankers, which are now 12 to 14 years of age. 
They increase those in size from 16,000 to 20,000 tons. It is just a 
peanut operation in the overall picture. 

Mr. Rivers. Is there any percentage to amount to anything of the 
European supply coming around the tip, or is most of it coming from 
us ¢ 

Mr. Morse. Are you talking about oil ? 

Mr. Rivers. I am talking about petroleum. 

Mr. Morse. I am not adequately informed on that. I believe it was 
the goal of the Department of the Interior to have 500,000 barrels of 
oil per day exported to England and the Continent which, I believe, is 
about 3 times the normal quantity. 

Mr. Rivers. Excuse me, Counsel. 

Mr. Drewry. The one thing I am concerned about is whether you 
can separate the Government- ‘sponsored programs, which you say we 

‘an anticipate going at full blast for another 18 months, the coal 
Satan being, as I understand, a rather abnormal movement for 
American export and the Suez Canal situation, and if you then find 
that there is »till a general worldwide increase in ocean transport, 
isn’t there danger that this chartering program, as it has been going, 
will act as a deterrent to the necessary expansion of the American 
owned privately owned shipping ? 

Mr. Morse. Well, let us take it in steps. The coal export from the 
United States appears to be steadily increasing. The only testimony 
we heard from coal exporters was to the effect that it would continue 
to expand in the neighborhood of 10 percent per year. Some of the 
people were prognosticating that by 1975 it would be in the neigh- 
borhood of 100 million tons a year. You indicate that it may be 
abnormal. We have not normally been a large coal exporter, but it 
looks to us, from the information we have ree eived, as though condi 
tions have changed and that we will in the future be big exporters 
of coal. 

Mr. Rivers. Could you elaborate on the reasons for that change? 

Mr. Morse. There are several factors. Again, I am no coal expert. 
It is my understanding that the coal-producing ability of Poland, 
West Germany, and England cannot be much, if any, increased. 
Nevertheless, their demands for energy are mushrooming, so that they 
have to get coal or oil or both from other areas. 

Mr. Rivers. Is this for heavy industry ¢ 

Mr. Morsr. Yes, sir. Now, on the other question, as to whether 
this breakout of these vessels might be a deterrent on the possibility 
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of new construction, fast new construction for the berth operators, 
obviously they can proceed with new construction only if they have 
funds available to buy new ships. The only berth operators that are 
in position to buy new ships are the subsidized lines, primarily as a 
result of the sound foresight of the 1936 act. None of the tramp op- 
erators are in a financial position to buy new ships, with only 1 or 2 
exceptions, so that, if these people make some money on these chartered 
ships, they will be in a stronger financial position ‘and therefore be in 
a better position to go ahead with new construction. I am now talking 
about the tramps. 

Secondly, if the profit out of this demand for increased tonnage is 
a continuing thing, there would be more probability that these people 
would enter into a building program, operating chartered ships for 
the interim period, which would be better than if they had to jump 
in with nothing as a backlog. That is my personal view. 

Mr. Drewry. What percentage of our total foreign trade are we 
carrying at the present time in privately owned ships / 

Mr. Morsr. I think it is misleading to refer solely to the aggregate 
movement of export cargo. If you break it down by carriers, if you 
talk about the liner trade, we are carrying in excess of 48 percent of 
the inbound and outbound cargoes. In the tramp trades we are carry- 
ing in the neighborhood of 20 percent. In the oil trade we are carry- 
ing somewhere in the same area, or perhaps less. However, in the 
aggregate, taking all types of trades into consideration, it is between 
19 and 21 percent. In the liner trades we are in reasonably good 
position, but in the bulk trade and oil trade we are not in good position. 

Mr. Drewry. You would not consider that to be substanti: il, viewed 
from an overall basis? 

Mr. Morse. Which; the 20 percent ? 

Mr. Drewry. Yes; 19 to 20 percent. 

Mr. Morse. Certainly not. No, sir. 

Mr. Drewry. So that part of our problem is to try to find out how 
we can increase it to what would be deemed substantial. 

Mr. Morse. Well, I think that, if we face up to the facts, the only 
way we are going to get our tramp operators to be in a position to 
perpetuate themselves is to subsidize them. 

Mr. Drewry. How many tramp vessels are there presently in opera- 
tion ? 

Mr. Morse. In the neighborhood of 70 or 75 of what I would call 
tramp vessels. 

Mr. Rivers. Can they make money ? 

Mr. Morsr. On today’s market they can mi ake money with old, cheap 
tonnage, but they cannot make money on tod: ay’s market with high-cost 
new tonnage. 

Mr. Drewry. I have just one more question. 

Mr. Morse. That is primarily because the operating costs are so 
much greater for an American-flag ship than for a foreign- flag ship 

Mr. Rrvers. I understand that. 

Mr. Drewry. Mr. Morse, what is the explanation for the sharp in- 
crease in the cost of ship activation? You mentioned that you had esti- 
mated around $150,000 for a Liberty and that it is now costing about 
$250,000 per ship, which is about $100,000 per year in the first year of 
operation on your charter hire. 











68 CURRENT MERCHANT MARINE PROBLEMS 


Mr. Morse. Well, I am sorry you asked me that question, because, 
when I had initially assumed that it would be about $150,000, I had 
not taken all factors into consideration, so that it is misleading tos 
that there has been an increase from $150,000 to $250,000 ; but there ae 
been an increase in the cost, and the reason is primarily resulting from 
the fact that there is just more work in all shipyards throughout the 
world than the yards can accommodate, so that, instead of it being a 
situation where they are hungry bidders, they are now willing to bid 
with a substantial profit factor involved. 

Mr. Drewry. You mentioned earlier the case of several Victorys 
that were in pretty good condition and that, therefore, the cost was 
very low. 

Mr. Morse. Those were operating ships. 

Mr. Drewry. You are digging pretty deep with over 200 vessels. 

Mr. Morse. You appreciate that we have not broken out that many, 
and it may be that we will not break out that many. We are going 
slowly to begin with, so that we will not break out too many ships or 
break out so many ships that it will be a depressant on the international 
market. I don’t think that is the purpose or intent of having a reserve 
fleet. As you may recall, after Korea there were in the neighborhood of 
400 Government-owned vessels which were in operation, and the world 
market collapsed because there were just too many vessels available and 
not enough cargo. We did not want to get ourselves in that position. 

Mr. Drewry. Is the element of selection of vessels involved in this? 
That is, I assume that, if an operator has any choice at all, he will 
pick a ship that needs the least work, and, as time goes on, presumably 
you would get to the point where the worst ships would be the only 
ones left. Is that involved in this at all? 

Mr. Morse. That is possible, but we have not reached that point yet. 

Mr. Drewry. That is all, Mr. Chairman. 

Mr. Boyxkrn (presiding). Mr. Allen? 

Mr. ALLEN. I have no questions. 

Mr. Boykin. I have just one question, and then we want to get to 
our good fr iond Ben Guill, who used to serve in the Congress with us. 

Are we selling this coal or giving it away ? 

Mr. Morse. Weare selling it. It is commercial entirely. 

Mr. Rivers. Where is it going ? 

Mr. Morse. Primarily to France and West Germany. 

Mr. Rrvers. Is it at world market prices? 

Mr. Morse. Yes, sir. 

Mr. Rivers. You said that 100 million tons would be needed. 

Mr. Morse. That is an estimate for 1975. 

Mr. Rrvers. Great Britain has slowed up on their production. Ger- 
many has increased theirs. I was in Germany recently and Germany 
wants to use their production for their own ‘heavy y industry. TI also 
visited the shipyards. You say the increase in use of coal in these 
countries is because of the mushrooming of indigenous heavy indus- 
tries in all of these countries. 

Mr. Morse. Yes, sir. That is the information we have received. 

Mr. Rivers. I am glad to hear that. 

Mr. Borxrn. If there are no more questions, thank you, Mr. Morse. 
You made a fine statement. We appreciate it very much. 

Mr. Guill. 
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STATEMENT OF BEN H. GUILL, MEMBER, FEDERAL MARITIME 
BOARD 


Mr. Gui. Mr. Chairman and gentlemen of the committee, you 
will recall that you held about a month of hearings on this labor- 
management question last year. I would like to give you just a little 
preamble to refresh your memories because, as an individual, I thought 
it was very commendable, and I think it could have been very helpful 
to the industry. 

I would like to read this one paragraph in your report where you 
say: 

There is perhaps nothing so vital to the health of an industry as good labor- 
management relations. This calls for cooperation and understanding on both 
sides. It requires men of integrity and foresight, possessed of a keen sense of 
responsibility not only to the interests they represent but to the industry and to 
the country as a whole. 

With this thought in mind, and in your report, you came up with the 
committee recommendations. Now, some of these recommendations 
that you suggested we might do are out of our hands. We held a 
hearing in our office with the various heads of the offices and the staff 
and the General Counsel to see what we could legally do on these 
various recommendations which you had asked us to follow through. 
I will take them in order and comment and tell you what we have been 
able to do and what we have not been able to do. 

Recommendation 1: 

The president of the newly former labor group, the American Federation of 
Labor and the Congress of Industrial Organizations, should exert all possible 
and proper influence to work out a unified labor approach on the part of the 
seagoing unions. 

Mr. Morse as Maritime Administrator and Chairman of the Board 
wrote to President Meany of the newly formed organization and asked 
what might be done. Mr. Meany replied in effect that, owing to 
organizational problems of the maritime trade union department of 
the AFL-CIO, no meeting could be arranged and would have to be 
postponed until later. At this time, and I do not think it has changed 
in the last few days, the situation has not changed and NMU is not yet 
« member of the maritime trade union. The late Mr. Harry Lunde- 
berg, who you will recall appeared before this committee, was the 
head of the MTD. Some of you might not know of Mr. Lundeberg’s 
death. 

Mr. Boyrxtn. I did not know that he died. 

Mr. Gut. He is quite a loss to his union on the west coast. It 
is a great, loss to the unions as a whole because, whether you always 
agreed with Harry or not, he was a scrapper and laid his cards on 
the table. That is underestim: ating the man, too, sir. There was some 
feuding, and I say this kindly, between Mr. Lundeberg and Mr. Cur- 
ran wha, as I say, NMU to date is not a member of the trades depart- 
ment. I do not know what subsequent events will prove, but it is a 
little difficult to get the trade unions together under the present 
circumstances. 

Recommendation 2: 

The Maritime Administration should call a conference of leaders of both off- 


shore and onshore labor and management in the oceangoing segment of the mari- 
time industry. While the overall purpose of the conference should be the estab- 
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lishment of better relations and better understanding among the parties, specific 
consideration should be given to: 

(a) Proposing the establishment of an umpire system in the industry. Mari- 
time should not attempt to dictate or even to suggest the appointee or the func- 
tions to be performed by him. This should be strictly a matter of mutual agree- 
ment between labor and management. Maritime should assist, however, in the 
fulfillment of this proposal. The umpires should be given the broadest juris- 
diction possible of agreement between the parties. 

(b) Seeuring the consent of labor and management to the eventual establish- 
ing of common termination dates for collective-bargaining agreements in the 
industry. Immediate contract amendments should be undertaken where agree- 
ments can be reached. 


¢ 


If you will recall, this committee undertook during that 
time to get a common termination date. Therefore, we sat back before 
we made any effort on this matter until we could see where your efforts 
might culminate. The end result was very disapnointing to “Mr. 
Bonner and this committee because you did not get any cooperation 
at all. 

I might point out to you gentlemen that the Maritime Administra- 
tion corresponded with '34 shipping and labor organizations, suggest- 
ing a conference and requesting comments with reservations, one 
would attend as an observer, one group questioned the necessity of a 
conference, two groups stated they were not concerned, 10 groups 
declined to attend, and 9 groups did not answer. 

Therefore, I think you can see that our efforts were probably to less 
avail than yours because we did not even get the courtesy of an answer 
in ee instances. 

Mr. Rivers. Are you trying to tell us that you had no cooperation 
at all from industry and lk: abor ? 

Mr. Guiiu. I am saying, sir, what our results were with the 34 that 
I outlined there, and this is essentially correct. 

Mr. Rivers. ieee can they expect from us and from you? 

Mr. Guitu. Well, I do not know how to answer that question, Mr. 
Rivers. 

Mr. Rivers. It must be frustrating to you in the administration of 
your duties to find people ignoring you, discouraging you, and paying 
no attention in general to you on both sides of the fence becuuse the 
preamble of your statement was that you have to have the cooperation 
which this committee so rightfully stated in its report. We recognize 
that you have to have the cooperation. 

Mr. Gutix. I would like to read to you just an exc erpt from the 
letter of Mr. Bonner when he wrote to Mr. Alexander P. Chopin, the 
chairman of the New York Shipping Association, Inc. : 


hearing 


DEAR MR. CHOPIN: I have your letter of April 26, 1956, advising of the action 
taken by the membership of your association in connection with the proposal for 
the establishment of uniform termination dates for longshore contracts. 

I know you must realize that your letter is difficult to understand. In one 
paragraph you state that it is still the “earnest desire of our association to 
achieve a uniform termination date for longshore contracts.” In the next para- 
graph you state your association has voted that it is not in a position at the 
present time to agree upon August 1 or any other date as the uniform date but 
that the matter will be reconsidered in July. 


The chairman went ahead to say that no explanation was given in 
the letter, and he ends this letter by saying: 


It is little wonder, therefore, that I sometimes become discouraged in my efforts 
to help an industry which finds it so difficult to help itself. 
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In other words, Mr. Rivers, you were not here during these meetings 
but, even with the prestige that this committee demands, you were 
unable as well as we were to obtain the consent of labor and manage- 
ment for the establishment of just one item of common termination 
dates on contracts alone. 

Mr. Rivers. This letter was written to whom? 

Mr. Gui. This is the letter to the chairman of the New York 
Shipping Association, which is fundamentally a longshore activity. 

Mr. Rivers. You said that was Mr. Chopin? 

Mr. Morse. May I interrupt there? The New York Shipping 
Association is the association of the employers. 

Mr. Rivers. That is even worse. 

Mr. Guitx. I think you will find it so on these things. 

Mr. Rivers. When you find a corporate interest, people of substan- 
tial investment, unable to cooperate, what can you except from the 
labor organizations which represent a group of personnel ? 

Mr. Guiu. I will go on to No. 3. Your third recommendation 
was: 

The Maritime Administration should immediately establish an office devoted 
to maritime labor costs and labor relations. This office should be staffed ade- 
quately with personnel having training and experience in these fields. Con- 
sistent with the principles of free collective bargaining and minimum Govern- 
ment intervention and control in the field of labor relations, the Maritime Ad- 
ministration should exercise such administrative authority as is presently 
contained in the law to eliminate the deficiences outlined in this report. 

Now, efforts to comply with your commitee recommendation No. 
3 resulted in negotiations with other departments and with inde- 
pendent organizations. I mean the Department of Labor, funda- 
mentally, and the Mediation Service. Now, in order to get this done, 
to get the study in our own shop, additional appropriations will be 
required in the event it is deemed necessary to expand the present 
staff to comply with recommendation 3 as sue h. 

Existing units, the Office of Government Aid which provides costs 
of subsidized operations; the Office of Statistics and Special Studies 
which acquires data and prepares analyses on wages, manning, hours, 
employment and working conditions of seafaring, longshore, and 
shipyard labor; the Office of Ship Operations can do this job par- 
tially and they are undertaking it but, if we are to do a real job on 
it, it is just going to require more staff. Specifically, I do not think 
that we have asked for more staff in this field in our present appro- 
priation but we have asked for them in another field according to 
another recommendation. Coming back to this point, we can par- 
tially cover this. It is mostly study. 

I am combining recommendations 4 and 5 

4. Immediate steps should be taken by the Federal Maritime Board to estab- 
lish procedures under which determinations will be made that amounts paid ont 
by the Government pursuant to operating-differential subsidy contracts are 
“fair and reasonable” within the meaning of section 603 (b) of the Merchant 
Marine Act, 1936, as amended. This determination must, of necessity, extend 
not only to the domestic items of expense, but to their foreign counterpart. Such 
amounts as may be billed to Maritime by the subsidized lines which are found 
to be excessive, when judged by this standard, should be disallowed. This 
principle is applicable to each and every subsidizable item. 

5. In its consideration of amounts reimbursed under subsidy contracts for 
wages paid to officers and crews, the Maritime Board shall make a completely 
independent determination that the amounts paid are fair and reasonable under 
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the statute, and the mere fact that payment was made pursuant to a provision 
in a collective-bargaining agreement shall not be regarded as conclusive evi- 
dence of fairness and reasonableness, although weight should be given to such 
circumstances, Particular attention should be directed to penalty or overtime 
payments. 

Now, these receommendations are so interrelated that I would like 
to address my remarks to them. 

Mr. Boyx1n. How much longer is the statement ? 

Mr. Guiti. You have some 13 recommendations and 4 of them we 
did not consider because we felt they went to other agencies. 

Mr. Boykin. How long will it take you to complete your statement 

Mr. Gui. I would say 5 or 10 minutes. 

Mr. Boyxrn. That is fine. I was afraid that we might be called 
by the bells, as you know. Goright ahead. 

Mr. Guitz. In July of last year the Board adopted definitions of 
subsidizable items. They can and are serving as a basis for adminis- 
trative use and for Maritime Board rulings concerning specific items 
which require interpretation and decision on subsidization. We also 
on July 26 decided to eliminate from the subsidy items the payment 
of subsidy on voyage stores, supplies, and expendable equipment. 
That has met with some objection by the wait If you take the 
industry overall you find that fundamentally it is a washout, that 
we would pay no subsidy on those items, but some individual com- 
panies are affected to where they lose some subsidy on the thing. 
However, overall, the industry will wash out so that we decided to do 
away with any subsidy on those items completely so that. we can do 
away with the man-hours necessary to compile all the figures, and 
also we felt that the shipping companies themselves can save some 
money in the way of manpower by not having to work that out. 

seginning in April of last year we started talks with every sub- 
sidized line about their manning scales. In addition, we called in 
three unsubsidized lines. 

As the end result of the hearings when these companies were called 
in and their manning scales reviewed, the staff has come up with a 
recommendation of maximum manning scales for certain type ves- 
sels. Now, this is not an imaginary thing, but it is prepared on a 
basis of an efficient operating company, how they manned each one 
of their certain type ships. Now, we say maximum because we feel 
that that is probably the basis of trying to keep our subsidy on a 
reasonable basis, if we can, in the manning. There is not any feather- 
bedding aboard these ships. You can see the difficulties we are going 
to face. 

We have had one meeting with management on this subject. Each 
individual has a different idea on how many men he should have 
aboard a ship, but we have not precluded him from having an extra 
man or 2 or 3 or whatever, it might be over the maximum. He has 
to Sane that man’s position in the crew. It is not going to be easy, 
as I say, because of their own differences and oper: ating practices, 
and bess ause of the union contracts on the west coast requiring more 
men than on the east coast. 

In some instances, if the Board were to establish a maximum and, 
without justification, limit the personnel aboard these ships, the end 
result might well be that the operator would have to pay out of his 
own pocket because more than likely he cannot get an agreement 
from the union to take this man off even if he might not be needed. 








CURRENT MERCHANT MARINE PROBLEMS 73 


This is under discussion now with management and I hope that we 
will be able to have labor in so that we can talk with them about 
this maximum manning scale. 

Now, you had asked us to be sure that we knew what we were doing 
in collection of our foreign operating cost data. Formerly the State 
Department had attachés in these places who collected the foreign 
cosh on shipping. ‘That applied to salaries and such as that. By 
agreement with the Department of State these representatives have 
been assigned to the Maritime Administration. We have one in Lon- 
don, one in Rome, one in Paris and one in Rio de Janeiro. In addi- 
tion, particularly in the New York area, the subsidy operations ex- 
aminer works constantly, going aboard the foreign ships and getting 
their costs in the way of subsidizable items. It is a very interesting 
operation. It is something we have always had in mind. 

Mr. Rivers. Where do you say you have these offices? 

Mr. Guity. In London, Rome, Paris, and Rio de Janeiro. 

Mr. Rivers. You do not have them in any other places? 

Mr. Guit. No, sir. We have just four. 

Mr. Hocuretp. We have a part-time man in Japan who handles 
shipping matters as well as cost data collection. 

Mr. Rivers. That will probably be inc reasing as time goes on. You 
have none at any other place in the Far East? 

Mr. Hocnrep. No, sir. 

Mr. Guitt. Recommendation 6 is: 

Maritime should institute at once a job evaluation study designed to appraise 
the existing level of wages for officers and crews aboard American-flag vessels. 
The study should include all types of oceangoing vessels. It should take into 
account: The hours per week worked at sea, the annual take-home pay of the 
average officer or crew member, the fringe benefits received or to which the 
individual may become entitled, the skill required for each classification, the 
laboriousness of the work, the fact that much of the time is spent at sea, and 
other pertinent factors. 

In order to maintain a neutral position in a maritime labor field, the 
Maritime Administrator wrote to 2 management and 4 labor organiza- 
tions requesting names of qualified organizations for consideration 
on a contractual basis to do work for the implementing of recommen- 
dation No. 6. 

We received replies from these people and one suggested the Bureau 
of Labor Statistics. Another said, “Get anyone you want to.” 
Others came up with different rec ‘ommendations. 

We immediately started negotiations with the Department of Labor 
and the BLS and, after several months of work with them, they were 
not sure they could do the job because it is a terrific undertaking. 
They sent men to New York, to the east coast, the gulf coast, and the 
west coast, and the Maritime had men go with them. We made con- 
tacts with both management and labor unions to see if we were really 
going to get the true picture of this thing, and the end result is that 
BLS has decided to undertake this job for us for the amount specified. 
They first wanted about $130,000 working in connection with us to 
offset their expenses. We talked with them and they have agreed to 
do it for $100,000, and we are requesting this amount in the 1958 
budget so that we can begin the study. 

Mr. Rivers. That will really be a pilot group. 

Mr. Gum. It will be a beginning. There has been a lot of argu- 
ment over a period of time as to whether the seaman is overpaid. or 
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underpaid. We hope to get the basis of what we can consider a fair 
and reasonable wage for ‘subsidy. 

Mr. Rivers. You are in the right place in the Department of Labor 
because the Department of Labor is supposed to represent the view- 
point of labor. That is the theory of the Department of Labor. 

Mr. Gutru. I think we will get an unbiased view on this thing. I 
am anxious to see it. It will not be forthcoming for a good many 
months. You members of the committee will be most interested in it. 

Mr. Santancevo. Mr. Guill, you might take into consideration as 
part of your report the cost-of-living index in the various countries 
which you are going to use for comparing the wages and take-home 
pay. That might be informative because there might be a differential 
but there may have been a difference in cost of livi ing in the particular 
countries. 

Mr. Guim. That point is taken into consideration now, sir, in our 
subsidy payment and wages. This item is purely a comparative cost 
between seagoing labor and its hazards and duties in comparison with 
shoreside labor here in the United States. 

Speaking hurriedly on recommendations 7 and 8, it is suggested in 
recommendation 7 that we undertake a thorough study of the long- 
shore situation throughout the United States, including productivity, 
wage levels, overtime rates, and so forth. 

Recommendation No. 8 is that— 

The Maritime Administration should gather, compile, and release periodically 
wage data pertaining to longshoremen and seamen similar to that released for 
shoreside industries by the Bureau of Labor Statistics, Department of Labor. 

The Bureau of Labor Statistics has agreed that they will make a 
three-point survey covering seamen’s earnings; namely, current earn- 
ings, annual employment, + ‘and annual earnings. As far as the pro- 
ductivity of the longshore gangs, we have in our Port Development 
Division at the Maritime Administration a small staff, but they can 
make some survey. Now, I do not think that with the present staff 
we can come up with and keep a continuing study on this recommenda- 
tion and we will have to gradually work that out to see just how many 
men are going to be needed. We can then ask for the necessary appro- 
priations. We can report back to you on those. 

Mr. Chairman, recommendations 9, 10, 11, and 12 are fundamentally 
directed to agencies other than the Maritime Administration and we 
did not go into those recommendations thoroughly because we were 
not involved. 

In recommendation No. 13, you said: 

Maritime union leaders should make a renewed effort to adjust their differ- 
ences in the interest of the American merchant marine. The committee gathered 
the impression during the hearings that no insurmountable obstacle lies in the 
way of a conference or series of conferences—possibly sponsored by some im- 
partial agency such as the Maritime Administration or the Secretary of Labor— 
in which discussions of issues might lead to more temporate labor relations in the 
industry. The committee feels that such an effort could be extremely productive. 

You made reference to Maritime Administration in that recom- 
mendation. However, it was the feeling of the Maritime Adminis- 
trator, the General Counsel and the Board that the issues which were 
bound to arise before the Mairtime Administration from an opera- 
tional standpoint and before the Board from a subsidy standpoint 
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would make both of us probably an impartial body before whom these 
groups should appear. 

We hope the committee will give consideration to this position of 
ours and not direct that we join in the sponsoring of such meetings. 

This is a brief summary, Mr. Chairman, but these recommendations 
which you people offered after the extensive hearings should be most 
helpful to this industry. I am sincerely hopeful that both manage- 
ment and labor in many instances will ‘take another look and let us 
sincerely try to work out some of these problems because our subsidy 
rate is an ever-growing thing. You can project it into the future. 
It is going to become larger ‘and, as I have said many, many times, 
John Q. Public has a right to know the story. He is paying the bill. 

I do. hope that both management and labor this year ¢ an exercise 
considerable restraint and good commonsense in their coming labor 
negotiations. Remember that somewhere there is a breaking point. 
Certainly we do not want anybody underpaid and certainly we want 
the men who invest the money to have a decent return on their capital, 
but fundamentally we have to keep the American flag flying and it 
is just going to take some good commonsense on both sides. 

Mr. Rivers. Is there any improvement? Is there any hope for light 
in the negotiations during this respite we have had from the east 
coast strike? Is there any hope for settlement ? 

Mr. Gui. You are talking about the longshore? 

Mr. Rivers. Yes. 

Mr. Guitx. It comes up on the 12th. The injunction ceases on the 
12th. I do not know what the answer is going to be. I do not think 
that anyone knows. 

Mr. Rivers. After the 12th can the President extend this injunction. 

Mr. Gui. No, sir. It is my understanding that the provisions 
of the Taft-Hartley Law do not extend beyond the cooling-off period. 

Mr. Rivers. I did not think so. 

Mr. Boyx1n. It was a splendid statement and thank you very much. 
We always enjoy having you with us. I think you have a great group 
in Maritime and are doing a fine job, from the Chairman on down. 

Mr. Guitu. Thank you, sir. 

Mr. Auten. Mr. Chairman, there is one Democrat on the Board. 
You have heard from all the Republicans. 

Mr. Sraxem. Mr. Allen, I will just vote “Present.” 

Mr. Rivers. Mr. Chairman, I move that we adjourn. 

Mr. Boykin. The committee is adjourned. 

(Whereupon at 12:20 p. m., the committee recessed, subject to the 
call of the Chair.) 
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